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FOREffORO 



This volume ha a been pr spared to explain the purpose a, aoope, and 
effect of the Fiscal Procedurea used by tha Manhattan District, It pre- 
sante tha ganaral plan of fiscal management and tha varloue considera- 
tion! which molded this plan into lta present effective form. 

This roluas is arranged in the sequenoe of fiaeal aetion. Tha die* 
evasion aovea from tha eatinating and budgeting of funda to tha audit of 
claims against suoh funds. Tha procedures of flaoal recordings and tha 
audita and methods of related finance serrlces are then discussed* Tha 
method of public fund dlabursemente to satisfy the audited and approved 
elaias, and the discussion of costs and eost keeping procedures follow* 
As an explanatory medium, the final section of this volume seta forth 
the organisation aaintained to aeooa mli aa these Dumoeea* and lndioatea 
the periodic changes la thla organisation. 

The data contained in thla yoluae are based on the Ganersl Files of 
tha District Engineer and data contained in the records of the JSngineer 
Disbursing Qffieer, the Flacal Officer, and the Reports and Statist lea 
Section la the Diatrlot Headquarters* This volume covers the period from 
the inception of the Manhattan Diatrlot to 31 December 1946, 

Tha Summary contained in thla volume la a condensation of the main 
text and haa been included aa a short and eoapreheneiye picture of all 
the material in thia volume. The numbers and tltlea of sections, as used 
la the main text, are keyed In the Summary by under a coring tha title word* 





Appandieas to thla voluae arc grouped by Charts or Oraphs (lis tad in 
ippandix ■A"), Tabulations (Hatad in ippandix "B"), Docuaents (lifted 
in ippandix "C") and Befarance (liatad in Ippandix "D"). laoh item ia 
aunberad aithin its group, and ie referred to by lattar and number in 
the text. 
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JLnWNDUt TO FORI I ORI) 



To supplement thit history of the Fiscal Procedures used by the 
wanhattan Idetriet, reference should be made to the testimony of Mr. 
Lindsay C. Warren, Comptroller Oeneral of the United states, at the 
Hearings before the Special Committee on Atomic Energy, United State* 
Senate, on 4 April 1946. 

It is with great pride that the Vanhattan District quotes the 
following pertinent excerpts from the Comptroller Oeneral 'b test loony: 

"Vie have audited or are auditing every single penny 
expended on this project. . . We audited en the spot and 
kept it current, and I night say it has been a remarkably 



"•••the very r*ct • • .tnet our men were there wbere 
the agents of the Government could consult with them time 
after time aeimred, in my opinion, a proper accountability. " 

"•••From the very beginning he" (oeneral Groves) "has 
Insisted upon e full audit end e full accountability to the 
Oeneral Accounting Office. .." 

(See the printed record of the Committee 'b Hearings, Part 5, page JOO) 
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SUMMARY 



1* Introduction . - Tht< purpose of the fiscal procedures was to pro- 
vide effective oont role for use of Government funds. The standard pro- 
cedures used were established by the Budget end Accounting Act of 1921 
whioh provided for the following functions i the preparation of an annual 
budget, the allocation of funds by the Bureau of the Budget, the Account- 
ing procedures prescribed by the Comptroller General of the United States, 
and the auditing procedural. Two special considerations affebted the ap- 
plication of the standard procedures of the Rar Department within the 
Manhattan District* First^ security necessarily entailed limitations in 
the preparation of estimates end in the cost accounting because the in- 
formation divulged to each individual was restricted to immediate needs. 
Second , the wide geographic dispersion of the District increased the dif- 
ficulty of pooling information because the research, design, and con- 
struction personnel had only limited contacts. 

2. - Estimates and Budgets. - In the early months of the project no 
standard prooedure for obtaining estimates was followed because of the la ok 
of basic estimate data and rapidly changing plans, however, as engineer- 
lng designs developed, it became more feasible to prepare construction 
estimates in the usual manner) and beginning Mar oh 1643, construction esti- 
mates were submitted monthly by the Area Engineers. Operating estimates 
were first obtained at such intervals as program changes were considered 
to warrant and later at monthly intervals when actual operations began 
(early 1944). The latest construction and operation field estimates were 
coordinated and compiled each month to give a total District estimate. 




Annual budgets were not submitted prior to the fiscal year 194& because 
of the need for security and the impossibility of asking basic decisions 
so far in advance. In view of those conditions, authority had been re- 
eeired to incur obligations in excess of available funds. In lieu of 
the annual 'budget procedure, fund requirements were reviewed from time 
to tinej and arrangements were aade to provide neoessary allotments from, 
funds available to the far Department. Actual allotments to 30 June 194& 
were 2AA6 millions and 397 millions were requested for fiscal year 1947. 
375 millions were actually appropriated by Public Law $15. A portion of 
this was transferred to the Atomic Inergy Commission as well as unexpended 
balances of prior year funds. 

3. Contract Audit . - The objective of the District audit was to 
•■certain that tbe contractors' invoioes were in accordance with the 
provisions of the eontraeti and were substantiated by accounting records 
and other supporting evidence. Where a contractor's system of internal 
oontrol was satisfactory, the interests of the Government were protected 
by the selection of a representative section of the contractor' a trans- 
actions for detsiled audit. The extent of the aelective audit was deter- 
mined by a review and analysis of the contractor's control system; and, 
although emphasis was placed on the examination of the larger classes of 
transactions, representstive groups of sll classes were sudited. A fixed 
and continuing pattern of selective audit was carefully avoided, and a 
complete detailed check vac made where numeroue errors were discovered 
in s contractor' b accounts. The primary results of the selective audit 
were: reduction in the cost of auditing, more satisfactory audits, and 
acceleration of reimbursements to coat-plus-fixed-fee contractors. For 
audit of research contracts a method known as the "OSRD Procedure" was 



inaugurated because the research work being performed did not lend itself 
to sore detailed procedures. 

Toucher procedures followed the «ar Department regulations* Reim- 
bursement vouchers were prepared by the contractor and submitted to the 
Governs** at Auditor to whom the audit responsibility for the oontraot had 
been assigned. If the voucher was approved, it was submitted to the ap- 
propriate Contracting Officer for certification and then submitted in the 
usual manner to District Headquarters for payment. After reoeipt at the 
headquarters! the claim was given a final review by the District Audit 
Staff prior to presentation for payment. The preparation of reimbursement 
Touchers varied with the type of oontraot and the degree of security re- 
quired, and all vouohers of the District were segregated accordingly into 
six groups. The two major reasons for the groupings were first, the need 
for security of the projeot, and second, the avoidanoe of delay in the 
General Accounting Offioe audits. Under this system of groupings all 
vouohers whose contents and names were classified as mandatory "Secret" 
were paid in the District Headquarters at Oak Ridge within the security 
surveillance of the District.- The system indirectly resulted in increased 
disbursements by the Finanee Officer at Knoxville and thereby permitted 
the maintenance of only a minimum staff of flnanoe employees in the Dis- 
trict Headquarters, vtoioh was also desirable from a security viewpoint* 
Beoause of the greet distances involved, a deviation from the voucher 
- preparation procedures was made for unclassified reimbursements vouchers 
originating at Hanford Engineer ftorks whereby payment was made by the 
Finance Offioer, Vancouver Barraoks, Washington. Contracting Officers 
were given the authority to make advance payment*, and they were responsible 




for the audit of the advance payments every eix months. 

The General Accounting Off ic was charged with an independent post- 
eudit of public fund disbursements under the Budget and Accounting Act 
of 1921 | and the Ifcar Department authorities were responsible for the 
administrative audit of cost-plus-fixed -fee contracts. Originally, paid 
vouchers were surrendered to the Chief of Finance, U. 2. Army, for sub- 
sequent delivery to the General Accounting Office in ftaahington; later 
they were delivered through Army Regional Accounting Offices. Because 
the accumulation of paid vouchers at locations outside the control of 
the District might have seriously impaired the security of the program, 
two General Accounting Office Project Audit Groups were established at 
the District Headquarters in Oak Ridge, Tennessee, and at the Han ford 
Engineer Works in Richland, Washington. Under that setup the paid 
vouchers and contracts were placed in the custody of the General Account- 
ing Office as required by law, and the necessary security was maintained. 
The security requirements largely determined the scope of the General 
Accounting Office Project Audit and complicated the procedures with tasks 
not normally encountered. Two major deviations from standardised pro- 
cedures were necessary in connection with District relations with General 
Accounting Office. First, the procedure for documentation and classifi- 
cation of reimbursement vouchers was modified to safeguard security; and 
second, the method of procedures for Formal Notice of Exception and 
related reclaim vouchers was adapted to District needs. 

4. Finance , - The Finance procedures used by the Manhattan District 
were those prescribed by the Office of the Fiscal Director, Arny Service 



^^^^^^^^^ 

Force*, and by the Office, Chief of Engineers, for use at field installa- 
tions. The procedures provided effective controls over the use of 
appropriated funds and fecilitated the preparation of financial reports 
for District administrative purposes and for the information of higher 
authority. The District finance procedures were segregated into, two 
general parts, namely, accounting and vouchering. The accounting pro- 
cedures mas further divided into five groups. (1) Allotments of funds 
for construction, operation, and special purposes mere entered in the 
District ledgers} and the area of flees mere notified of the nature and 
the limitations on the use of the funds. (2) Obligation records were 
maintained in the District office, and a procedure for over-obligating 
funds mas worked out. (3) Expenditure records were maintained by posting 
the totals of the vouchers paid by the various disbursing officers, and 
monthly reports of obligations and expenditures were prepared for the 
Chief of Engineers. (A) Advanced payments to contractors were recorded 
and constantly cheeked. (5) Payments to other Governmental Agencies 
were made either directly by the District or by financing through the 
Office, Chief of Engineers. 

The second general part of Finance dealt with voucher procedures 
for travel and commercial accounts. Travel aeoounts wert represented by 
claims for reimbursement of travel expenses incurred on official business 
trips. Trsvel vouchers were normally submitted to the Trsvel Unit which 
performed the sudit of the travel accounts, although exceptions to the 
general procedures were made in the case of the Santa Fe Area and the 
Hanford Engineer lorks. Conformity with regulations was the general 
rule; but two major deviations were necessary, first, to prevent undue 



hardship by allowing aore prompt end more frequent reimbursement in some 
ceees, end eeeond, to guard security when air travel wae necessary. 
Commercial accounts generally denoted direct procurement by War Department 
purchase order, service contracts, end interdepartment end interagency 
Touchers. The Toucher channels for commercial accounts were similar to 
those for traTel accounts. Two reports on commercial accounts, one to the 
Fiscal Director end one to the Office, Chief of Engineers, were submitted 
each month. 

5. Dlflburainq . - The disbursements made by authorised War Department 
Officers follow , in general, the uniform procedures prescribed by the 
Comptroller General of the United States. These procedures together with 
the procedures of the War Department form a basis for the disbursing 
activities of the District. At the inception of the District all Touchers 
were submitted to the Engineer Disbursing Officer in the District Head- 
quarters for payment. The Increasing complexity end magnitude of business 
from month to month resulted in a volume of disbursements by the Engineer 
Disbursing Officer which was most unusual. The contemplated decentralisa- 
tion of the disbursement act ivi ties was considered seriously* therefore, 
in May 1943. Decentralisation, however, was not practicable if extended 
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to Disbursing Officers operating outside the District's immediate security 
surveillance and the establishment of two edditional Engineer Disbursing 
Officers within the District wee therefore proposed to the Chief of 
Finance. This proposal was disapproved because of en established policy 
of the Headquarters, Services of Supply, and the details of decentralise- 




tion were revised. The d e c ent re 11 *e t ion as effected determined that 
V. S. Army Finance Officers would process contract payments on a "strip- 
roucher" basis j that the Engineer Disbursing Officer in the District Heed- 
quarters would process sll classified payments; that the General Accounting 
Off ice would proride Project Audit Groups for the Clinton Engineer Works 
and the Hanford Engineer aorks; and that prompt payment by U. S. Army 
Finance Officers would be assured. Inspections of a Disbursing Officer's 
money accounts by the Inspector General's Department were generally per- 
formed twioe annually. Inspections of the Manhattan District Engineer 
Disbursing Office were performed on 20 Hovember 1942, 5 April 19-43, 
22 June 1944, & December 1944, 13 June 1945, 18 January 1946, end 10 June 
1946. 

6. fiost Accounting . - The cost accounting procedures of the Dla- 
triet differed widely from the regular cost accounting requirements pre- 
scribed by the Chief of Engineers for the normal U. S. Engineer installa- 
tion. The very nature of the District made it impossible to assay the 
eost accounting requirements from an overall standpoint or to give the 
subject the complete study and planning usually connected with devising 
a well integrated eost system. The cost accounting problems, therefore, 
had to be approached on a daily basis. The purposes of the District's 
eost accounting were to provide a simple and comprehensive set of cost 
aeoounts and prooedurea, to provide controla as a means of checking Area 
and Contractor's costs, to provide estimate information, to develop eon- 
atruction cost dats, to provide Information to permit an internal check . 
of fiscal accounts, to provide reliable date for historical record pur- 





poses, to prorlde basic cost data for apecial studies, and to provide a 
Beans for the determination of efficiency, economy, and improvement of 
operations. The cost vouchers which were processed by the District Cost 
Section through 31 December 1946 amounted to gross costs of approximately 
12,200,000,000. However, certain ooets were excluded in recording the 
gross costs, such as allotments by the Chief of Engineers to other 
agencies for work performed for the District, open allotments, free depot 
Issues, and expenditures by the Office of Scientific Research and Develop- 
ment prior to the Inception of the District. Security regulations created 
difficult cost accounting problems beeauae of the division of the work 
among many contractors end the withholding of pertinent information for 
security reasons. 

The Oost Section of the District Headquarters devised the general 
procedures in accordance with the policy of the Kar Department and re- 
viewed the contractors' cost procedures for adequacy. The basic cost 
accounting principles of the general procedures were divided into three 
main groups I direct costs, indirect costs, and deferred costs. The 
costs from the deferred cost aoeounts ("holding" accounts) were trans - 
f erred eventually to either direct cost aoeounts or indirect cost accounts* 
Upon final accounting all Indirect costs are to be allocated to direct 
costs which then will reflect the total cost incurred for the particular 
undertaking. The cost accounts were maintained according to a classifi- 
cation of aoeounts which included District overhead, Area overhead, hired 
labor accounts, contract costs, general ledger aoeounts and detail cost 
codes. The socounts employed for original entries eonsisted of deferred 
and indirect types of accounts whose final cost applications were left 
for later determination because security prevented jjirect applications 




of costs. However, a Monthly cost statement prepared from such records 
wae not euffiolent for budgeting and control purposes; end in December 
1944 * breakdown by principal progress wes inaugurated to facilitate 
this control. As of thie writing construction costs for final statement 
.arc in the developmental stages. Research costs ere also being complied 
and allocated. Security and other fectors made impracticable any attempt 
to formulate a cost system which would indicate successive operating 
costs. Therefore, the final military report of operating costs will be 
stated in terms of contraots and programs. 

The general cost theories were applied by means of specific pro* 
eedures. The basic accounts and records in the District headquarters 
were divided into those costs involving expenditures of funds directly 
allotted to the District, and other eosts, such as free issues which 
involve no expenditures of District allotment of funds. In addition 
to the coat accounts maintained In the District Headquarters, accounts 
were maintained In the larger areas covering work there. At the Henford 
Engineer Works, independent cost accounts were maintained and although 
general control aooounto were maintained in the District Headquarters 
for the Santa Fe Area, this Area was permitted to function as a unit and 
to establish ita own detail accounts. The recording and filing of eosts 
x consisted of cost entries prepared from disbursement, collection, and 
transfer vouchers; cost vouchers filed in numerical sequence by months) 
cost ledger sheets filed by fiscal year; end contractors' cost statements. 
Cost data were compiled in the form of cost statements each month by the 
District Cost Section, the Area Offices, and ooe%*plue-fixed-fee contractors. 



The cost reports were retained in the Dietrict Headquarter! or the area 
offices ee classified material. 

7. grpanifffttilPft »d P«TfiPBflgl. - I>uring the initial etegee of the 
District e nucleus of trained personnel was obtained from other Engineer 
Divisions snd Districts, and the Civil Service Commission. Ueually, the 
area fisoal duties, except those pertaining to budgeting, were performed 
by the Area iudit Groups. However, in the larger erete the finance and 
cost duties were hsndled by units sepsrste and distinct from the audit 
group. The increasing volume of work resulted in several organisational 
changes and the number of fiaoel personnel throughout the District 
increased front approximately 180 in tbe fall of 1943 to approximately 
460 in the fall of 1945. 
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VOLUME 5 - n3QAL FHOCEDUHES 
31SCTIO* 1 - INTRODUCTION 

1-1* Purpose* - The purpose of fiscal procedures Is bo provide 
effective controls for the use of Government funds* < These controls 
funotion to provide the information necessary to Justify fund require* 
oents, to provide the necessary budgetary controls in respect to the 
use and administration of funds rec dved* to ss/aepard the use of the 
funds through the performance of audit functions, and to maintain the 
fiscal accounting records necessary to compile reports required by higher 
authority. 

l-2 # 3tandard Procedures* 

a* Judffift * - The 3udget and Accounting Act of 1921 (See App* 
D-l) places upon the President of the United states the duty of trans- 
mitting to Congress an annual budget, together with estimates of receipt a, 
expenditures and other budgetary data. To aid the President in this duty, 
the sajae act created the bureau of the Budget* Under rules prescribed by 
the President, the Dure- u prepares for him the annual budget and such 
supplemental and deficiency estimates as he my froa tine to tios recommend 
to Congress* Tentative estimates are prepared in the various agencies, 
reviewed >y the Dureau of the iXidget and shaped by the President into a 
comprehensive program for consideration of Congress* The Budget officers 
of the department and establishments of the (Jovernaent furnish necessary 
data therefor to the Jureau* In the case of the Corps of ?jn jineora, the 
Ui^ineer field installati A3 3Ubnit the, aecearaary data to he Chief of 




Engineers who transmits consolidated requirements to tha Budget Offloar 
of tha v?ar Department. During peacetime, tha -tar Departnent Is required 
to transmit its estimates to tha Bureau of tha Budget on 15 September of 
aaah yaar for tha flsoal yaar beginning on the following 1 July. During 
wartime, estisaites wore submitted in sueh tiaa as would persdt Congrasa to 
make an orderly rarlaw of tha estimates to insure passage before the be* 
ginning of the flsoal year covered by the estimates. These procedures are 
desorlbed in War Department Technical Vanual 14-210. Typical implementa- 
tion of these procedures is illustrated by 0. C. B. Circular Letter Be. 
2696, dated 18 January 1944, (See App. C-l). This circular called for 
an estimate of funds needed to coxer obligations expeoted to be incurred 
in the Fiaoal Tear 1945, to be submitted to the Office, Chief of Engineers, 
not later than 31 January 1944. 

b. Allocation of Funds, - Funds appropriated by Congress on 
tha basis of the President's budget are apportioned by the Bureau of the 
Budget to the various departments. In the case of the War Department, the 
Secretary of /Tar allocates the apportioned funds to the various agencies, 
who in turn allot the funds to the Installations under their control. 

o. Accounting. - Sec. 307 of the Budget and Accounting Aot of 
1921 (See App. D-l) autherlses the Comptroller General to prescribe the 
forma, systems and procedures for administrative appropriation and fund 
accounting in the several departmente and establishments of the (Govern- 
ment. The application of the accounting procedures of the flar Department 
is supervised and di rooted by the Accounts Division of the Office of the 
Fiscal rireetor. Army Service Forces, and constant liaison is maintained 
with the components of the ><ar Department on natters of fiscal accounting* 
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Immediate supervision of fiscal accounting at field installations of 
the War Department is charged to the commanding generals of service 
commands with reference to Glass I and Glass II installations, to the 
Commanding General, Amy Air forces, with respect to Class III Installa- 
tions, and to the chiefs of the technical services with reference to 
Class IV installations. 

d. Auditing . - The Audit Division, Office of the Fiscal 
Director, Arty Service Forces, is charged with the responsibility of 
prescribing and supervising the audit procedures of the War Department. 
The chiefs of the various services, in turn, prescribe the procedures 
for the installations tinder their control* The audit manuals issued 
by the services are written to cover t-e procedures and problems appli- 
cable to the partleuj&r service, but all general policies and procedures 
are coordinated by the Office of the Fiscal Director in order that uni- 
formity will prevail, 

1-3. Special CqnalderaU'-^a. 

s. Effeata, of Security. - The tremendous importance of main- 
taining aecurity In regard to the District's projects resulted in may 
limitations in connection with fiscal activities* Because information 
divulged to each individual was restricted to i mediate needs, personnel 
preparing eatinates were not capable of evaluating design and production 
changes. Further, because of the necessary restricted circulation of in- 
formation, cost accounting personnel did not know the Inter-relations of 
the various contracts, thereby precluding the keeping of costs by programs* 
Because of these two nain effects of security, difficulty was necessarily 
experienced in the comparisons of actual and estimated costs* Security of 




information also prohibited the payments of all contract reimburse nent 
vouchers by disbursing officers of tha Army outside the control of tha 
District, This necessitated the use of m Engineer disbursing off car in 
the District Office, under District control, for he purpose of classified 
disbursements* 

b. fimasfejg fiSmfl at BHgaUflBl* - Th « «lde geographic 
dispersion of the District increased the difficulty of preparing factual 
estimates because research* design and construction personnel had only 
limited contacts, thereby making it difficult to clarify queatluns or 
to pool information. This dispersion of activities also resulted in the 
necessity for some payments to be made by disbursing officers of the Army. 




3J3CTI0* 2 - ESTIMATES 4 BUDGETS 

2-1. Earlr Estimates . - The field of cost estimate* lnoreased as the 
program developed* Earl/ estimates were of necessity confined to a 
compilation of rough guesses covering only features definitely antici- 
pated at the time. This condition was due to the faot that scientific 
dorelopaent had not progressed to the point where requirements for meet* , 
lng production objectives could be predicted, and it was impossible to 
foresee developments* In the early months of the project (prior to 
March 1943) no standard procedure for obtaining estimates was followed 
because of the laok of basic estimate data and rapidly changing plans. 
When a need for an estimate arose, for example to answer an inquiry of 
higher authority. 'or to use in shaping the future of the program, the 
officers acquainted with the various features of work obtained the best 
available data from those concerned, and furnished the figures to the 
District Engineer for compilation. Although comparative estimates of 
various plana were made from time to time for guidance in making de- 
cisions immediately required, the status of research and development 
work made it impossible to set any definite limits to the scope of work 
which the national interest would require, funds already available to 
the War Department were, therefore, requested on an "as required" basis. 
(See App. 0-2 for example). 

a. Field Satlaatea . - As engineering designs developed, it 
become niore feasible to prepare construction estimates in the usual 
nanner, based on material take-offs and unit prices, and to formulate 
operating estimates on the basis of anticipated personnel and material 




needs. Beginning Maroh 1943 » construction estimate* vera obtained 
monthly through the medium of Field Progress Report* (see 1pp. D-2) 
submitted by C one t ruction Officers. Operators' estimates were obtained 
from tiae to time, roughly quarterly, at such interrals as prograa 
changes, weighed against the diversion of effort involved, were consider- 
ed to warrant a re -estimate. 

b. Consolidated ?.atla*t«« .- The latest construction and 
operation estimates were coordinated and compiled eaoh month to give a 
total district estimate, flhen actual operations began, (early 1944), 
monthly Operations Reports (see App. D-3) were submitted which gsve 
estimates to 30 June 1945, and these were used in preparing the monthly 
district estimates. The breakdown was by program (1-12, 1-25, etc), 
further broken down into contracts and segregated into capital and opera- 
ting costs. The first estimate in which all the basic projects were 
included (1-12, 1-25, Z-10, P-9, I and Special Materials Plsnts) wss 
prepared in March 1943. As activities were added, and the scope of 
operations increased, the monthly estimates rose almost continuously. 
Appendix A-l shows the estimate total from March 1943 to January 1947, 
by months. Aiaounts shown are the current estimates for work definitely 
planned at the time of the estimate. Capital costs include engineering, 
design, and construction coats, and also baale research and developnent 
to 30 June 1945. Operating (continuing type) costs included special 
material production, preliminary and actual product plant operation. 
It will be noted that estimates for operating costs for additional six 




months period were added In the report of 31 Ma/ 1943, 31 March 1944, 
31 July 1944, and estimated coats for an additional /ear's operation 
and for the poet war plant cost were added in the report for 31 
December 1945. The detailed estimates from which these totals were 
taken are In the Reports and Statlatloa Seetlon files under the heading, 
"Monthly Budget Statements » . In June 1944, a monthly analysis of the 
change In estimates was Initiated and kept currant until shortly after 
the ceesation of hoetilitlee when the unpredictable war time program 
modifications, which caused major changes In fund requirements, would 
no longer be expected. These analyses are entered in the Report A 
Stat ia tics files under the heading, "Review of Changes In Project 
Estimatea". A summary of the project estimate as of 31 December 1945 
is attached, (see App. B-l). A graph showing monthly expenditures is 
also attached, (aee App. A-2), 

2-3. Bu dget a . - The first tentetive annuel budget was prepared by 
the Manhattan Di at riot in December 1944, covering anticipated coats 
for the fiscal Tear 1946, (aee App, C-3). An annual budget had not 
been prepared in prior yeare for three reaaonst 

a. Because of the experimental nature of the project, be ale 
decisions concerning the scope of the project could not be formulated 
for the neeeasary eighteen months In advance. 

b. Security required that the scope of the project, a a would 
hare been revealed by a large annual budget, be concealed as far as 
possible from nar Department personnel, and even from the Congress. A 
select group from Congress was kept advised of plans for the District. 




2.3 



o. Authority had been received lay the Chief of Engineers, 
permitting the Manhattan District to Incur obligations in excess of 
available funds, thus reducing fund requirements to cover actual expendi- 
tures, (see App. D-4). 

In lien of the customary annual budget procedure, fund requirements acre 
reviewed from time to time, and arrangements were made to provide 
necessary allotments to cover expenditures, (see App* C-2 for example). 
These allotments were made from funds available to the War Oepertment. 
On 3 February 1945, the first annual budget, in the amount of 792 
millions (for fiscal year 1946), *ae transmitted to Colonel LaCroix of 
the Office, Chief of Engineers by General Groves, (see App. C-3). This 
budget nss based on the monthly estimate as of 31 December 1944 and 
detailed beokup for the figure may be found in the Reports and Statistics 
file under the heading "Fund Requirements, F. I. 1946. ■ Reasonable 
contingency allowances were inoluded to provide for the still unpredictable 
changes in the nature and scope of operations. The amount of 792 millions 
was later increased to 392 millions, (see App. C-4), to allow for the 
authorisation of the 1-27 Project and increased estimates for 1-23. The 
revised total was predicted on total allotments of 1950 million dollars to 
30 June 1945, (see App. C-5), with the understanding that allotment of a 
portion of the 1950 could be deferred and added to the 392 if preferred 
by higher authority. Actual allotments to 30 June 1945 were 1378 millions. 
The subsequent surrender of Japan permitted a substantial curtailment of 
fund requirements, and only 568 millions were actually allotted during 
the fiscal year 1946, bringing the total of funds allotted to 2,446 



fiscal year 1947 backup for which was prepared in estimate form and 
copy of which may be found in the Reports and Statistics file tinder 
the heading "Fund Requirements, ?. I. 1947". The Bureau of the Budget 
reduced this requirement to 200 millions in submitting the President's 
annual budget (war supplement) to Congress* This wss the first time 
a asperate budget was prepared for Manhattan Project functions and it 
was entitled Atomic Service Her Department . Panda heretofore requested 
from Congress for this purpose had been hidden under War Department 
titles and had been defended before Congress in off-the-record hearings* 
General OroTes accompanied by Colonel D. S* Antes defended the proposed 
Atomic 3errioe Appropriation for 7. I* 1947 before a sub-committee of 
the House of Representatives Committee on Appropriations on 31 May 1946* 
A transoript of the recorded hearing may be found in the Reports and 
Statistics file under the heading "Appropriation Bearings A bill was 
subsequently reported out on the floor of the House, which would appro- 
priate the sum of three-hundred and sorenty-five million dollars for 
Atomic 3ervioe for the fiscal year ending June 30, 1947* This bill 
was enacted Into Public Law 515* On July 25, 1946, the War Department 
Budget Office addressed s letter to the Commanding General, Manhattan 
Project, requiring that a budget for the fiscal year 194* be prepared 
and submitted to his office by September 14, 1946* A budget in the 
amount of five-hundred and seven million dollars was submitted to and 
approved by the War Department. Meanwhile, Public Law 533, establishing 
the Atomic Energy Commission as successor to the Manhattan Project, was 



enacted and the flar Department delated that portion of their 1943 budget 
request dealing with Atomic Services. Prior to December 31 » 1946, two- 
hundred and thirty million dollars had been allotted to the Manhattan 
Project of the three-hundred and seventy-five million dollars appropriated 
by Congress for the fiscal year 1947, However, one-hundred and fifteen 
million dollars of this amount was revoked of which forty million dollars 
was retained by the Office, Chief of Engineers, and eighty-five million 
dollars was transferred to the Atonic hnergy Coaalssisn by Executive 
allocation on December 31, 1946. Two-hundred and fifty nillion dollars 
of the funds allotted in the fiscal year 19<&6 were also revoked and 
transferred to the Atonic energy Commission. As of December 31, 1946, 
the net allotment to the Manhattan Project totaled two-billion-three- 
hundred and eleven Billion dollars. 



SECTIQK 3 - CONTRACT AUDIT 



3-1* £aasEfil. 

a. PlBtriet ftrfU Pfr.1q?t*YCS. - Tae objective of the 
audit of far Department coet -plus -fixed-fee contracts ie to ascertain that 
the contractor's invoices, certified by falsi as being true end correct, are 
in accordance with the provision* of the contract and are substantiated by 
accounting records and other supporting evidence. A complete end detailed 
examination of all transactions is not Imperative to achieve this objective. 
An adequate and more practical method is the selection of e representative 
•action of the contractor* s transactions and procedures for detailed audit. 
While this procedure is a deviation from the basic philosophy of checking 
In detail every Itex of the contractor' 1 costs, the large volume of con- 
tracts to be audited by the ear Department and the limited supply of 
competent manpower makes this Modification of standard procedure Imperative. 
This selective audit ess the basic applied theory of Manhattan District 
audit. In general, the "Manual for Administrative Audit of Cost-Plus-A- 
Fixed-Fee Construction Contracts, " issued by the Corps of Engineer a end 
Tm' 1A-1000, issued by the ear Department, were the basic manuals govern- 
ing District procedures of audit, (See App. D-5 and D-6). 

*. fioirtWQtori 1 Internal Control. - Where the contractor 
maintains a satisfactory system of internal control, under which ell ex- 
penditures on behalf of the contract are audited for his own protection 
by his own organisation, the interests of the Government can be pro- 
tected, without duplicating the work performed by the contractor, by the 
use of a flexible selective audit performed by a relatively small number 
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of experiai r c Government auditors* / satisfactory eyeter. of internal 
control requires the eeparatio of aotivitiee and responsibilities Kit,* 
in the contractor's organisation, together with appliec accounting controls, 
in order that every Important phaoe of the transactions /nay b a object to 
a cross-check. Such a system ainirAt^s the possibility of errors end Just- 
ifies the departure from rigid and detailed procedures of audit. The 
adoption of the selective audit jirocedure does hot reduce in e way the 
necessity oi a review of documents ami schedules in support of all ouchers 
submitted for relmbursenent b the contractor* However* by the diainstlon 
of unproductive detailed checking, core time is available for such review 
by the Government auditor* 

c. Extent of Selective Audit * «• In order that the extent of 
the selective audit procedure may be determined for any particular contract* 
the contractor's system of internal control is first reviewed by the Govern- 
went auditor to whom the audit responsibility for the contract has been as* 
signed* An outline is then prepared which shows the scope and adequacy of 
the contractor's internal oontrol. If the controls are n< t adequate, and 
if it ie practicable to correct the deficiencies* the contractor is requir- 
ed to do eo. Upon approval of the system of internal control* the extent 
to which selective audit procedures are to be applied ie determined. In 
the caae of certain classes of expenditures by the contra :tor , where ordi- 
narily no question 83 to their allowsbllity from a technical standpoint 
exists, the audit problem is to substantiate the authenticity and mathe- 
matical accuracy ©<' such expenditures. Where the voluoe of individual 
transactions of these classes of ex}«ntiitures is considers bl , the s lect- 
ive method of auditing ©ay b properly applied. Certain other expenditures, 



■ore doubtful for allowability, are subjected to a more extensive review 
and in many cuaee are given a complete and detailed examine, t ion. 

d. Application of Selective Audit. - In ctrryin£ out a 
•elective method of audit throughout the District, & fixed and continuing 
pattern of procedure wee carefully avoided and the eeope and extent of the 
audit progrea periodically revised . fhile the policy of the District wae 
to place e&phasiB on the examination of the larger olassee of transactions, 
a representative group of all elessee of the contractors' transection* 
waa aleo selected. In this way, an audit of a relatively small number of 
transections covered the greater part of the dollar total of such trane- 
actions. When the review of the internal control procedures discloses' 
that certain phases of the transactions were not entirely adequate, a 
■ore extensive sudlt was effected, end similarly where the uelective 
audit procedure disclosed numeroue errors, a complete detailed check 
wae made of that phase of the contractor's accounts* 

*• flegulU gf ttljfilUg AaflU' - Existing condition* 
determine the necessity for expansion of any particular audit program. 
The contractors' system of accounting and internal control was periodically 
cheeked to insure that it adequately protected the intereate of the 
Government, and the audit was projected far enough to establish the 
credibility of the accounting records and date supporting reimbursements 
to the contractor. Selective auditing, in those cases where there ere 
satisfsetory internal controls, not only reduced the cost of euditing and 
resulted in more satisfactory audits, but accelerated reimbursement to 
coat-plus-fixed -fee contractors of the District. 



inaugurated for District research contractor*. Inasmuch as the basic 
manuals require detailed supporting documentation, end because the work 
being performed by reaearch contractors did not lend itaelf to these 
detailed procedures, it wee eonaidered edviaable to apply different 
standards of audit to these contracts. A procedure known aa the "0. S, 
R. D. Procedure" due to its inauguration by and approval for the Office 
of Scientific Reaearch bad Development was, therefore, pieced into effect 
after being diaeussed with and verbally cpproYod by the Chief, Audit Div- 
ision, C, A, 0* This procedure, io general, permitted the retention of 
supporting documents by the eontreetor rather than their uae in support 
of reimbursement vouchers, and established reimbursement through the use 
of certificates rather than by documents (See App. C-6). 

a. General . - The voucher prooedurea of the District follow 
the finance aeries of Army Regulations end fcar Departacnt Technical Manual 
M-504 (See App, D-7), In general, the contractor prepared his reimburse- 
ment vouchers within hie own organisation, audited such vouchers for allows - 
bility under his contract and for adequacy of documentary support, and 
certified to the justness end correctness of bis claim. The reimbursement 
vouchers were then submitted by the contractor to the Government auditor to 
whoa the audit responsibility for the contract had been assigned. The 
eudltor selected a representative cross -section of the claim for selective 
audit in eecordence with the principles outlined in paragraph 3-1, The 
voucher was then approved by the auditor, or returned to the contractor 
if errors were found. If the voucher was arproved, the auditor eubmitted the 



claim to the appropriate contracting officer for certifications. The 
voucher hue then submitted in the usual a tnner to District headquarter* 
for payment. The voucher, after receipt «t District headquarters, wee 
reviewed by the District audit staff prior to presentation for payment. 
This audit consisted of e check of the major items, such as certifications, 
correctness of form, correctness of fiaoal accounting data, etc., and the 
maintenance of the necessary records in connection with the flow of such 
vouchers. The "Off -Area Audit Group" of the District audit staff which 
performed this final review was not charged with the audit responsibility 
of the contracts for which it reviewed reinburaetsent vouchers. In this 
way, an independent check wae performed by auditors who were in e position 
to note questionable items which say not have been apparent to the responsible 
auditor who wee in daily contact with claims under the contractual terms* 
This system of doubleeheek eliminated many questions which might otherwise 
have been raised b./ other accounting agencies of the Government, and was, 
therefore, to the best interests of both the Government and the contractor. 
Flow-Chart of this system is attached as App. 1-3. 

b. preparation of Ralmbureement Vouchora. - The preparation 
of the contract reimbursement vouchers varied with the type of contract 
and the degree of security necessary for application to each type. All 
vouchers of the District were classified into one of six groups es 
follows! 

Group 1 - contained only vouchers pertaining to certain 
Dniverslty and College oontracte, regardless of the type or classifica- 
tion of the contract | 

Orour g - contained vouehmmc pertaining to contractors 



•hose effiliations with the District, if known, would be detrimental to 
the District security program, exclusive of Group 1 contracts, and re- 
gardless of type or classification of the contract) 

group , 3- contained vouchers pertaining to Cost-Flus-A- 
Fixed-Fee, Cost-Plus -Overhead, and Coet-Flus-Allewanee contracts regard- 
less of their elassif leation, together with classified contracts regard* 
less of their type, exclusive of Group 1 and Group 2 vouchers) 

group A - contained vouchers pertaining to unclassified 
contracts, exclusive of Group 1, Group 2, and Group 3 vouchers) 

G roup j - contained only Touchers pertaining to travel 
of tllitary and Civilian Personnel. Group 5 -A contained only unclassified 
travel vouchers) Group 5-B contained only classified travel vouchers) 

Group ft - contained only Standard Form 1060 (Voucher 
for Adjustments between Appropriations and/or Funds). Group 6-A contained 
only mQUtomri ZOSQ'JI Group 6-B contained only clas^fled jfiBU. 

c jjgglAall for Voucher frtPffirffU<>« frpo^\ffff>- * *nese 
groupings were necessary for two reasons. First, it was believed that 
a serious security breech wight result from a continuation of the practice 
of submitting vouchers for peyaent to the Finance Officer, U. S* Amy, 
Knoxvllle, Tennessee, instituted upon the decentralisation of disbursing 
procedures (See par. 5 -2a). While such vouchers were unclassified, the 
names of some contractors were nationally known in various fields of 
scientific research, end the revelation of a connection between such 
contractors end District aStivlee night be detrimental to security. 
Second, attainment of successful results from the activities of the 
General Accounting Offioe Project Audit Group et Oak Ridge made it 




Imperative thfct reimbursement vouchers be pieced In the possession of 
this Audit Group as Boon after approval as possible. These two purposes 
were adequately served by using the Engineer Disbursing Officer in 
the District headquarters for payment of Touchers containing Information 
detrimental to security, and by establishing new District regulations 
relative to voucher preparation, (See App.C«6 and C-7). 

*• Priim RiWltB fff Ygaoher ftwrariU9n froct^urefi. - 

The estebliehment of Qroups 1, 2, 5-B and 6-B, which included all 
vouchers of e oonpromising nature, and the elaaaifleation of all vouohera 
within Qroups 1 and 2 aa mandatory "Secret" 'vouohera, made payment in 
the Diatriet headquarters necessary. In this way the compromising 
vouchers were at all times within the security surveillance of the Dia- 
triet, and could be surrendered to the General Aooounting Office Project 
Audit Group et Oak Ridge immediately after payment. The establishment 
of Group 3 to include all vouchers to be audited by the General Aooount- 
ing Office Project Audit Group, with the exception of Groups 1 an I 2 
vouohera, permitted the insertion of s "General Accounting Office Advance 
Copy" in the voucher. This "Advance Copy" was returned by the Finanoe 
Officer, 0. S. Army, Knoxville, Tennessee , immediately after payment, to 

as sll documents supporting the reimbursement vouchers were detached 
from the voucher before submission to the Finance Officer, 0. S. Army, 
KnoxviUe, Tennessee, for payment, (aee Group 3 voucher preparation 
chart in Appendix C-7), this "Advance Copy" of the paid voucher could be 
matched by the Project Audit Group and the audit by the General 
Accounting Office started. This procedure. re suited in all 




data being cvailable for General Accounting Office audit purposes in, 
generally, two day* from date of payment, whereas to have awaited the 
return of the original paid voucher for audit V>uld have resulted in 
delays varying from two to four months. 

e. Secondary hssults of Toucher Preparation Procedures. 
The grouping of all contract reimbursement vouchers, although established 
primarily for security purposes, also resulted in increasing disbursements 
by the Finance Offioer, V* 3. Army, Inoxville, Tennessee, inasmuoh ss the 
Group 2 and Group 4 classif ioations (i.e. those contract groups paid by 
the Army Finanoe Offioer)- contained 84 percent of the contracts of the 
District. This was highly desirable, since it permitted the maintenance 
of only a minimum staff of District Office Finanoe employees in the Dis- 
trict Headquarters. 

f# tion from Voucher Preparation Procedures. It will 

be noted from the flow-chart of vouchers (see /pp. A-5) that only clas- 
sified vouchers were submitted by the Hanford Engineer Yorks to the Dis-. 
triet headquarters for payment. This was in accordance with instructions 
issued 24 liaroh 1944, (see App. D-B). Because of the great distanoes in- 
volved, and the resultant time interval for submission of reimbursement 
vouchers across the oontinent, payment of unclassified vouchers originat- 
ing at the ilanford Engineer Works were submitted to the Finance Offioer, 
U. S. Army, Vancouver Barracks, Washington* Inasmuoh as no Group 1 or 
Group 2 contracts were in existence, all oontraots at this site were codi- 
fied Group 5 or Group 4. Therefore, security could be adequately pre- 
served and pa ments to oontraotors acoelerated by the use of this modi- 
fied procedure. If and when the necessity for Group 1 and Group 2 payments 
arose, such payments were to be made by the Engineer Disbursing Offioer in the 




District Headquarters. 



3-3. 




a* Genera} . It ie the policy of the Chief of Engineers to 



decentralize the authority for Baking advance payments, together with the 
administration thereof, to Contracting Officers, Kaeh Contracting Officer 
is responsible for the maintenance of proper accounting records, the 
computation of interest where applicable, the preparation of the required 
financial reports, and the periodic audit of the contractors' accounting 
records, / This last responsibility sust be exercised not less frequently 
than once each six aonths, and has as its objectives* (l) a detcraination 
that dejosite are Made in accordance with the advance peyaent agree sent, 
(2) an assurance that the funds in the advance peyaent account are being 
used, or have been used, for the purpose intended and for which the 
advance wee authorised, (3) an assurance that the rate of diaburseaent 
from the special deposit account set up under the advance peyaent agree- 
ment is not excessive, and (4) a determination that no conditions exist, 
either with respect to the financial condition of the contractor or the 
manner in which the advanoee are disbursed or used, which adversely 
affect the- best interests of the Government, or which In any way might 
affect the efficient and expeditious completion of the contract* 

b. fanoyt ^lUHmd- Standard procedure requires that a report 
be submitted after each audit. This report is narrative in form, and is 
supported by pertinent schedules. This report also contains a signed 
statement by the contractor which includes the following dates (1) con- 
tract number and date, (2) type of contractor, (3) authorised amount of 
advanoe payments, U) amount of advance payments received, ($) amount of 
advance payments liquidated, and (6) amount of advance payments outstanding* 




It wte believed thtt to h&vc releaeed thie report to higher authority would 
have been detrimental to the strict security of the District. Accordingly, 
by letter dated 26 October 1944, (see App. D-9), the Chief of Engineer* 
wan requeBted to grant an exemption for the submission of thie report with 
the stipulation that audit reports pertaining to advance payments would 
be maintained by the District, This exception wee granted on 31 October 
1944, (aee App. D-10). 

3-4. BeifltiQni with Wm figneral liggaa^g Office. 

a. Statement of Policy . The War Department recognises that 
the General Accounting Office is charged with an Independent post audit 
of public fund disbursenente under the Budget and Accounting Act, (42 
Stat. 20) (see App. D-l) . The Department actively follows the policy of 
assisting the General Accounting Office In every way practicable in waking 
the kind of audit it considers necessary and in the way it deems moat 
appropriate. The General Accounting Office in turn recognises that the 
far Department authorities are responsible for the administrative audit 

of coet-plue-fixed-fee contracts, and it la the expressed intent of that 
off iee to cause the minimum interference with War Department auditors and 
the work of the contractors. 

b. Dirtrlhutlon of Voucher* to the Qmntral Accounting Office. 
From the inception of the District until 1 April 1943* paid original 
vouchere were surrendered to the Chief of Finance, II. £>. Army, for subse- 
quent delivery to the Washington Office of the General Accounting Office. 
On 1 April 1943, the War Department decentralised its accounting functions 
to four regional accounting offices establiahed at New Xork, h. I., 
Atlanta, Georgia, Chicago , Illinois, end Loe Angeles, California. During 
the period 1 April to 1 September 1943, all paid original vouchere were 



surrendered to the Axw Regional Accounting Offioe at Me* York, N« Y., 
which in turn periodically forwarded such vouchers to the General Account- 
ing Office, Because of the ch&nge in DiBtriet headquarters in the month 
of August 1943 from New York to Oak Ridge, Tennessee , subsequent vouchers 
were submitted after payment to the Arcy Kegional Accounting Office in 
Atlanta , Georgia, 

c m&H&msb U fro.iOTt Au^U temm for Btrtcla** 

It was realised that accumulations of paid vouchere at looatlons outside 
the control of the District might seriously impair the security of the 
program, and action w&e taken during the closing months of 1943 to effect 
a more stringent control over paid vouchers* These efforts led to dis- 
cussions with the staff of the Fiscal Director, 0» S. Amy, and members 
of the General Accounting Office, and culminated in approval for the 
establishment of two General Accounting Offioe Project Audit Groups for 
the District. v (See Paragraph 5 -2c). These Project Audit Groups were 
established at the District Headquarters in Oak Ridge, Tennessee, and at 
the Hnnford Engineer fcorka in Richland, Washington* The paid vouchers 
previously referred to were transferred from the General Accounting 
Offioe in Washington, D. C., to the Project Audit Group to which they 
pertained. y The classified contracts of the District, some of which were 
in the Washington office of the General Accounting Office were redistri- . 
buted in a like manner, •/ Necessary vault storage space was furnished the 
General Accounting Offioe at each aite in order to meet the security 
requirements of the District. 4 As a result of the foregoing, the paid 
vouchers and contracts were placed in the custody of the General Account- 
ing Offioe as required by the Budget and Accounting Act, and the necessary 
security so vital to the operations of the District was maintained. 




security of the District determined, to a greet extent, the scope of the 
Project Audits performed by the General Accounting Office. ?«ith the 
exception of vouchers originating et or pertaininf to the Henford Engineer 
forks, the Oak Ridge Project Audit Group performed the audit of all paid 
relmbursenent vouchers pertaining to Secret, Confidential, and Restricted 
contraete of the District regardless of the classification of such vouchers, 
together with all Secret and Confidential paid vouchers regardless of the 
type of such vouchers. In this Banner every paid voucher which in itself 
wee detrimental to security or which referred fc> classified contracts was 
capable of retention within the security surveillance of the District. 

yjiMi iiafe VmmLMamaUu KStm* * group of four 

General Accounting Office auditors arrived at Oak Ridge for preliminary 
discussions In January 1944. At this tine the District, seeing the need 
for the centralisation of contacts between the General Accounting Office 
end the District > established s District General Accounting Of flee LiaJ 
Officer, This offioer was charged initially with the promulgation of 
procedures between the District and the General Accounting Office, and 
later with the receipt, distribution end clearance of all General Account- 
ing Office Informal Inquiries, Formal Notices of Exception, (Std. Form 
Bo. 1100), and similar requests originating with the Oak Ridge Group. 
The Chief Project Auditor at the Henford Engineer Rorks acted in a similar 
capacity for the Henford Engineer Works Group. In February 1944, the 
General Accounting Office assigned e resident Chief Cost Auditor to each 
Audit Group, and as quickly as possible assigned auditors to each Group. 
The Oak Ridge Group consisted of twenty auditors, while the Henford 




Engineer Works Group totaled ten auditors, 

f . gffecte of Security . Because of the security requirements 
of the District * the unmet of many materials end other items had to be 

» 

reduced to code. This imposed on the General Accounting Office e talk 
not normally encountered in its audit* Problems of this kind were referred 
to the District Engineer or his Executive Offioers, in the case of the Oak 
Ridge Group, or to the Area Engineer in the case of the Benford Engineer 
Works Group* In some cases* the questions raised by the General Account- 
ing Office could not be answered becsuse of security. By verbal agreement 
in esoh case* the General Accounting Office has deferred such questions 
until the need for security- no longer exists* 

, IV pBTktloaa &m ti*nA*XHMA CWltm* I»o ■aJor devia- 
tions from standardised procedures were necessary in connection with 
District relatione with the General Accounting Office* These deviations 
related to (1) documentation and classification of all District reim- 
bursement vouchers, and (2) methods of procedure for handling Formal 
Notices of Exception and related reclaim vouchers. Each is briefly- 
discussed below i 

Vouchers . Because of District security regulations, It wae considered 
inadvisable to submit to the paying Finance Offioers vouchers for reim- 
bursement which contained all documentary evidence supporting such reim- 
bursement* To have done this would have resulted in an accumulation of 
paid vouchers* the undeeirability of which has already been discussed* 
The normal project audit procedures of the General Accounting Office 
were likewise considered undesirable, inasmuch be the original paid 



vouchers, though unsupported and containing no documentation, would be 
forwarded to the Washington Office of the General Accounting Office, 
thereby affording an opportunity to persons not under District control 
to gain knowledge of the scope and volume of disbursements of the Dis- 
trict* A modified procedure wee, therefore, adopted which permitted 
the supporting documents to be removed from the approved vouchers 
prior to payment end surrendered to the General Accounting Office Project 
Audit Groups (see App» C-7) . The paying Finance Officer made payment 
of the voucher on the basis of the normal certification appearing on 
the voucher executed by an authorised Certifying Officer. Arrangements 
were made with the appropriate Army Audit Branches of the General Account- 
ing Office, which were located at each Army Regional Accounting Office, 
to return all paid original vouchers to the Project Audit Groups, By the 
use of this procedure, security was adequately protected and the speed of 
the General Accounting Office audit hastened. 

(2) Methodp 0 f Progefluree for forma flotic B s, of Exception 
jag ftelfltffl foClfllB VPWh?re* In order that V.er Department contracts 
at time of termination might be as current as possible, the Under Secretary 
of War, on 6 December 1944, (see App, D-U), directed that upon receipt of 
a Formal Notice of Exception from the General Accounting Office, the 
excepted amount should be immediately collected by deduction from current 
claims of the contractor. Because the District had many contracts which 
provided for (a) reimbursement of costs without fixed fee, (b) reimburse- 
ments of costs with a fixed fee of §1, and (c) reimbursement of costs with 
an indemnifying guaranty, it was felt that immediate deductions of amounts 
excepted by the General Accounting Office under these types of contracts 
would not be proper. Accordingly, the District requested, by letter dated 




6 January 1945 to the Fleet 1 Director, V, S. Army, *ho had been charged 
b„- the Under Secretory of fear with the iaeuance of inatructione neceeaary 
to eeevre the deaired result a, an exemption to cover excepted e mount e 
under these types of oontraets, (aee App. D-12), Thin valvar was 
approved on 1 February 1945 # (aee App, D-13) and Incorporated into the 
District methods of procedure. The procedure of Immediate deduction 
set out by the Fiscal Director in Finance Bulletin, Mo. 105, 16 December 
19U, (see App, D-U), *&■ effected for all other amounts excepted by 
the General Accounting Office on Formal Xotlces of exception, then the 
contractor believed that a deduction, because of General Accounting 
Office audit action, v&s erroneous, a reclaim voucher wee submitted. 
All such reclaim vouchers, for security reasons, were submitted to 
the General Accounting Office, Liaison Officer and transmitted to the 
Comptroller General for advance deciaion by the Engineer Diebureing 
Officer in the District headquarters, (aee App, C-6). 
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SECTIGI, A - FIKAHCF 



4.1, ftenejc,^ 

a. f rocadurfeE . - The Finance procedures used V the Man* 
hattan District were those prescribed by the Office of the Fiscal Directory 
Any Service Forcet end by the Of flee, Chief of Engineer e, for use et 
field installations. The District finance proceduree can be divided 

into two general parte, namely, aecounting and vouoherlag. The Account* 
lag eyatea was originally eetabliehed in accordance with the Finance 

(aee App. D*15)« Change e in the system were made from tine to tine 
as new inetructiona were iaaued by the agencies referred to above* The 
system provided sufficient accounting records of the receipt, obligation, 
expenditure and collection of appropriated funds and was designed so as 
to aake aecounting information available et short notice. The voucher 
procedures discussed in this section pertain to travel and commercial 
accounts and are those prescribed by the Finance Department series of 
Amy Regulations and bj the aer Department Technical Manuals 14*503, (sea 
App. D-16), 11-504 (aee App. D-7), end U-507 (aee App. 0*17). 

b. Effect H jBm*Bm* m fiaanoe procedures pro- 
vided affective controls over the use of appropriated funds and facili- 
tated the preps ration of financial reports for District administrative 
purpoaee an 1 for the information of higher authority. The date contained 
in the reports were utilised by the District offioe in holding fund require 
■ants to e desired minimum, in effecting prompt payment e and collections, 
and in measuring the efficiency aod effectiveness of operations and adminia 



tratlon generally. Such utilisation men particularly necessary to this 
office because of the geographic spread of operations and the varied 
nature of those operations, \ 

•» Allotments . 

(1) BMofot 9f AllQtffsnta Adyta e t<? fl«3fl» 

Allotments of funds for construction end operation were made by tHe Chief 

' > -\ Y 

of Engineers, Theeo allotments were immediately entered In the 1)1 strict 
ledgers and the sres offices notified of the appropriation symbol, \ 
allotment designation, project account, object classification, and of | 
the limitations on the use of the funds, 

(2) gppHgaUTR gf mgtlgfit.Pftg* - The allotment ^ 
infoniation ate issued by the District Office and by the areas in the 
preparation of contracts* purchase orders, requisitions, peyaent Touchers, 
and, in certain lnstsnces, transportation requests and Government bills 

of lading. Sisdlar lnf emotion regarding the open allotments for officers' 
pay and allowances, enlisted men's pay and allowances, ration allowances, 
and travel and transports tlon, was transmitted to the aret offices lane* 
dlately upon receipt In the Diatriet office. These data were used in 
the preparation of officers' pay vouchers, enlisted sen's payrolls, travel 
orders, transportation requests and bills of lading. The open allotments 
were those prescribed by the Bar Department (aee App, D-18) for expenditure 
without limitation as to amount, provided the expenditures were of the 
nature specified In the Instructions relating to the use of the respective 
accounts, 

(3) aUgVwrtg for gPfClfil PvTOMfi. - Fuode for 



civilian medical attention of military personnel were allotted by the 
Surgeon Oenerel. Funds for the alterations of clothing of enliated 
women, funis for the welfare of enlisted personnel, and fiscal year 
1946 funds for communication services st the Clinton Engineer borke 
were furnished by the Commanding General, Fourth Service Coaaand. 
These funds hsve been administered direetly by the District offioe and 
all vouchers charging these funds were prepared at District headquarters. 
These allotments were made quarterly in accordance with estimate sub- 
Bitted, 

(4) Fiscal Tear Totals . - The total amount of funds allotted 

during each fiscal year is as follows 1 

Fiscal Tear 1945 | £86,000,000.00 

Fiscal Tear 1944 422,053,896.70 

Fiscal Tear 1946 1,069,929,809.74 

Fiscal Tear 1946 667,666,180.80 

Fiscal Tear 194T (to 81 Deoember 1946) -184,976,911.69 

Total to 81 December 1946 $2,810,644,126.86 
The minus total for allotments during fiscal yaar 1947 is due to revoca- 
tions of unexpended balance ■ of District funds for the purpose of pro- 
viding funds for the U. 6. Atomic Energy Commission. A detailed liet 
of all allotments and revocations is attached as Appendix 1-2. 

b. Obligations . 

(l) Accounting Procedure. - The term "Obligations * as used 
in finance procedure can be defined as the amounts of contracts awarded, 
orders placed, or servioes received, or the amount of any other trans- 
ection which legally reserves an appropriation or fund for expenditure. All 
originating units in the District office forwarded a copy of each obliga- 
tion document to the Finance Section for posting to the accounts. Until April 




1944, the proeedure for the area offiees wee identical with that of the 
District off iee. All documents necessary for the naintenance of oblige* 
tloa records were transmitted to the District office for recording in 
detail. These obligations were liquidated by means of expenditure 
Touchers sent by the areas to the District office for payment. The 
only changes in the prooedure occurred in April 1944 and July 1946 
when the Eanford Engineer Works and Santa Fe Area, respectively, were 
authorised to keep independent finance reoords and to transmit monthly 
reports to the District office for consolidation (iee App. D-6). All 
obligations on the District ledgers pertaining to Eanford and Santa Fe 
were transferred to the area aeoounts. 

(*) Over-obligation of Funds - That it would be necessary to 
over-obligate fundi was recognised during the early planning for the 
project. A letter dated 15 June 1942 addressed to Bod. fi. A. Wallace, 
▼iee President of the United States, Hon. Henry L. Stlmson, Secretary of 
War, and Gen. Geo. C. Marshall, Chief of Staff, by Dr. J. B. Conant, 
Chairman HDRC, and Dr. Y. Bush, Director, OS ED, and outlining a general 
program for the production of Atomic Fission Bombs included the follow- 
ing! "In order to avoid delay and/or suspension of the work on any 
phase of these projects. . » .the Chief of Engineers should be authorised 
to make expenditures from or over-obligate any funds under his oontrol 
with the understanding that he will be reimbursed for such expenditures 
at a later date." This program was approved by the above mentioned 
addressees* In letter of 17 June 1942, the approval of the President of 
the United States was also solicited by Dr. Y. Bush, and it too was granted. 
Photostatic copies of these letterc were filed in th^^ff ice of the 
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District Engineer, (see App. D-4). 
e. Expenditures. 

(l) Accounting Procedures. - The expenditure records were 
maintained by posting the totals of Toucher* paid by the variolic dis- 
bursing officers. Under the centralised accounting control system used 
by the Manhattan District during the period August 18 45 -March 1944, all 
documents neoessary for the proper recording of expenditures were cent 
by the areas to the District Office. Because of security restrictions, 
all Touchers oerering the expenditure of District funds were sent by 
the areas to the disbursing officer In the District offioe for pay- 
ment. Therefore, detailed records of expenditures could be kept with* 
out undue difficulty. Because of the installation of the General Account- 
ing Office Field Units (see Par. S~4e) and the resultant roTlsion in 
Toucher procedure, certain changes in the accounting procedure were made 
as of 1 April 1944. Hanford Engineer ftorks was authorised by the Dis- 
trict offioe on 24 Harsh 1944 to send payment Touchers to the Finance 
Officer, U. 6. Any, Vancourer Barracks, Washington, and to maintain 
separate accounting records (see App. D-8). Monthly reports of 
expenditures were submitted by Hanford to the District Office for con- 
solidation with the controlling records. Although no General Account- 
ing Office Field Unit was established at Santa Fe, that office was 
authorised by the District offioe on 27 March 1944 to send unclassified 
Touchers to the Finance Officer, U. 6. Army, Fort Bliss, Texas, and to 
transmit copies of paid Touchers to the District offioe for accounting 
purposes (see App. D-19). In order that the consolidated expenditure 
report to higher authority would contain all expenditures, arrange- 



Bents were Bade whereby Santa Fe would notify the District off iee by 
teletype of the dollar amount of all Touchers approved and forwarded 
to the Finance Officer for which no paid copies had been recti Tel. On 
Jul/ 1, 1946 the Sant* Fe area was completely decentralized insofar ae 
the submission of vouchers was concerned, A Finance Officer, U. S. 
arey, wts established at Santa Fe, New Mexico and all peyaente both 
classified and unolaasified were processed by the Sente Fe eree through 
the local Finance Officer. Separate accounting records were Kclntalned 
at Santa Fe and monthly report submitted to the District Office for 
consolidation with the controlling records. Effective Hay 15 and 20, 
1944 payrolls for graded and ungraded employees respectively, on duty 
in the Hew lork Metropolitan region, were prooeesed for payment through 
the Finance Office, 0, S. Amy, New Xork, New lork. Expenditures were 
Maintained by the District Office Finance Section ae recorded froa 
Fiscal copy of payroll voucher furnished by the Kew Xork Finance Office. 
All other areas continued to send their vouchers to the District office 
for processing, but because of the revised voucher procedure, the 
•ajority of such vouchers were forwarded to the Finance Officer, D» S. 
Arey, Knoxville, Tennessee, (subsequently moved to Oak Ridge) for 
payment. The uae of other finance officers brought about the necessity 
for the estebllshaent of additional controls in the District office to 
insure that all vouchers were recorded in the finance accounts. During 
the period 1 August 1942—31 December 1946 e total of 207,834 expenditure 
ToAvntre were processed xnrougn »nc expencu-xure aocounxs or *ne iiisvr3.c«« 
A chart indicating the flow of all different types of expenditure 
vouchers is attached es Appendix A-4, 

(2) Reports. * Monthly reports of obligations and expenditures 




pertaining to construction and operation allotmente were prepared for 
submission to the Chief of Engineer!. Since the amounts contained in 
these reports were considered classified information, the reports make 
no reference to the Manhattan District and were transmitted in plain 
envelope!. This method of reporting was requested by the Fiscal Branch, 
Office, Chief of Engineers, in order to facilitate the handling of the 
reports in that of floe (see App. D-20). Report a of obligations and 
expenditures in connection with allotments received from the Surgeon 
General and the Fourth Service Command were submitted monthly to the 
agencies concerned in accordance with fiscal instructions contained in 
War Department Technical Manual 14-702 (see App. D-21). 

(5) Monthly Expenditures . - A tabulation of the total net 
expenditures by months from 1 July 1942 to SI December 1946 and the un- 
expended balance of allotments as of 51 December 1946 is attached as 
Appendix B-5. 

d. Advance Payments to Contractors . - As a supplement to the regular 
expenditure accounts, a consolidated record of advance payments to con- 
tractors was maintained by oontracta and allotments in accordance with tar 
Department Technical Manual 14-702 (see App. D-21). A constant check was 
made of outstanding advances and all area engineers and operations chiefs 
were requested to keep the balances in the hands of their contractors at a 
minimum. Because of the secret nature of the contracts, contractors were 
encouraged to aooept advance payments from the District rather than resort 
to other types of financing which would have required the revealing of cer- 
tain information regarding the contracts to outside agencies. This, together 
1 with the fact that a number of the contracts provided f or ne fee 





Mounts being advenoed. As of 31 December 1946 #333,554,967,39 had been 
advanced to contractors. Of this total 1308,097,481*03 had been recouped, 
leering en out a tending balance of $24,656,886,36 held under thirty-two 
contracts (aee App. 8*4)* 

•• tmmto to jttfcBi jomii mmlM- 

(1) Pfrcfft rininffiqg tar District. - Certain phaees of 
the work performed under the Manhattan Diatriet program were financed 
by advances of funds to ether Government agencies • The procedure 
established by AR 35-880 for waking anch adwancea provide e for trans* 
nlttal of the transfer roucher from the agency to receive the advance 
to the Chief of the Technical Service concerned, A copy of the agree - 

Materia la to be received srast aoeoapany the billing. After verification 
by the technical aerviee fiscal officer, the voucher is forwarded through 
the Fiscal Director, Amy Service Forces, for payment by the Finance 
Officer, 0. S. Amy, Washington, D. C. Because of the fact that the 
advances made by the District to other agencies pertained to highly 
claasifled projects, It was absolutely essential to the security program 
that lnfoneation pertaining to the advances ahould not be revealed to 
parties not directly concerned. Therefore, the vouchers froa the billing 
agencies were transmitted direct to the Waahington, D. C., headquarters 
of the District and were then dispatched to the Engineer Diaburaing 
Officer at Oak Ridge, Tennessee, for payment. A tabulation of the 
advances wade and the agencies concerned is attached as Appendix B-5. 





(I) Financing through the War Depa 



m T n aeMifcinn to the 



funds directly advanced by the Engineer Disbursing Officer, fundi were alio 
transferred to ether agencies by the War Department for the ao count of the 
District. (See App. B-6). 

4-3. Voucher Procedures . - The voucher procedure! of the Finance 
Section pertain to travel accounts and commercial accounts. These types 
of accounts are discussed briefly below i 



travel expenses were made by the traveler and were presented to the Area 
office to which he is assigned. The Area office, either by the maintenance 
of a separate travel unit or by the inclusion of such unit under the super- 
vision of the project auditor, prepared the traveler's claim on standard 
voucher forms. The District office travel unit performed this function 
for all District headquarters personnel and for five small areas, the site 
of which do not make the establishment of a travel unit practicable. This 
procedure was necessary in order that claims could be correctly prepared 
and reimbursement to the traveler thereby accelerated. A small unit which 
is cognisant of all applicable rules and regulations regarding Government 
travel can receive claims and prepare vouchers in a manner acceptable to 
the disbursing officers much more efficiently than can each traveler, 
especially sinoe the average traveler is not necessarily aware of the 
ramifications in this specialised field. The preparation of travel ac- 
counts in acceptable form minimises the return of Touchers from the dis- 
bursing officers and speeds payment. The activities of the District were 
county-wide and an extraordinary amount of travel was needs sary for 



a. 



Travel Accounts. 



(l) General . - Generally, all claims for reimbursement of 





efficient operation. Because of this volume and because of the recurring 
trips of many Individuals prompt reimbursement was essential. 

(2) Audit of Travel Accounts . - Classified and unelassified 
travel vouchers (see Groups 6-A * 6-B, Par, 5-2b) prepared by area offices 
were submitted to the Travel Unit in the District office. Such vouchers 
were then thoroughly audited for allowability and correctness. This 
audit was two-fold in soope. First, the claim itself, made up of 
certification*, documentary support and amounts, was scrutinised in detail 
and any neeessary additional information secured. Second, the District 
office was able to check the methods and procedures used by the areae 
and to institute immediate corrective measures where necessary. 

(5) Exceptions to General Procedures . « Deviations from 
the travel accounts procedure discussed above were made in the case 
of Santa Fe Area and the fianford Engineer Works. The Santa Fe Area 
submitted unelassified travel accounts to the Finance Officer, U. £. Army, 
Fort Blise, Texas, for payment; the Hanford Engineer Works submitted 
unclassified travel accounts to the Finance Officer, Vancouver Barracks, 
Washington, for payment. These exceptions to District policy of centralised 
audit within the headquarters were made because of the great distances 
involved and the resultant time lag for the submission of travel account! 
to Oak Ridge, Tennessee, and in returning payment to the traveler. 

(4) Conformity with Regulations. - In general, the Finance 
Department series of Army Regulations and the Technical Manuals issued by 
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the ftar Department were the basic regulation* used by the Manhattan Dis- 
trict in the preparation and audit of travel accounts. In addition, the 
Standardised Government Trarel Regulations as approved by the President 
of the United States, and at amended, were used for the travel of civilian 
personnel (see App. D-X2). Certain deviations from the standard pro- 
cedures prescribed by the above publications were necessary in order that 
the operations of the District could prooeed without hindrance. Two 
major deviations were made and these are discussed briefly below i 

(a) Standardised Government Travel Regulations prescribe that 
"accounts must be rendered currently for each trip of less than two 
months duration or for the period ending with the month following the 
beginning of the travel, or for the period beginning with the month pre- 
ceding the completion of the travel, but not more frequently than 
monthly, by calendar month." To hare complied with this portion of the 
regulations, particularly during the early stages of the District, would 
have seriously handicapped the travelers in the lower salary brackets. 
Because only a limited amount of trained personnel was available, such 
personnel were required to perform extensive travel between widely 
Separated operational sites of the District. This resulted in the 
necessity for prompt and more frequent reimbursement than provided for 
by the above quoted regulation. During the prooess of audit of District 
travel vouchers, the General Accounting Office, Washington, D. C, noted 
the fact that more than one voucher was being submitted by travelers dui— 
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ing an aooounting period and by letter toted IC April 1046, brought the 
breach of regulation* to the attention of the Fiscal Director, Army Ser- 
vioe Forces, Washington, D« C. (tee App. D-tS). In May 1946 the policy 
of submitting travel claims more frequently then monthly wee amended. 
Thic amendment prorided that all employees of the District whose celery 
classifications mere in excess of $2600 per annua would render claims 
for travel performed only once eaoh month unless a showing of personal 
hardship could be made. Employees whose salary classifications were 
less than |E500 per annum would oontlnue to submit travel claims at the 
conclusion of each trip in order that personal hardship might be avoided* 

(b) Army Regulations 66-120 prescribed that travel orders 
issued to Military and Civilian Personnel of the War Department whose 
travel is to be performed by commercial aircraft shall, if such travel 
is necessary to accomplish an emergency war mission and requires the use 
of e priority to insure a seat in a commercial aircraft, direct the use 
of ©oramercial aircraft between such specific points a«may be necessary. 
A copy of travel orders, directing travel by commercial aircraft, was 
surrendered to the commercial airline by the traveler ss the basis for 
air priority. This travel order was in turn filed with the Regional Air 
Priorities Board of the Air Transportation Command, A.A.P. It was be- 
lieved that a breach of security could result from this procedure of 
surrendering copies of travel orders to the commercial airline, inasmuch 
as the points on the travelers itinerary would be shown, and thereby 
indicate the scope of activities of the District. In accordance with 
telephonic instructions from the Office of Major General L. fi. Groves, 
a procedure wae established in May 1046 whereby travel orders would 



oontein a statement directing the use of Gorernnent or Commercial Air- 
craft wherever noceaaary and further provided for only extracts of travel 
order*, containing only this statement, to be surrendered to the airlines, 
this procedure was approved by the Amy Air Foroes, and sueh approval is 
in the files of the District Engineer (see App. JV24). 
Commercial Acopunts . 

(1) Qenera l. - The tern "eemnerclal account" es used In 
this discussion denotes vouchers covering direct procurement through the 
use of the ftar Department purchase orders, War Department Utility, Rental, 
and Communication Service Contracts, and interdepartment and Interagency 
reimbursement vouchers. 8ueh Touchers were the responsibility of the 
Finance Section In the District headquarters, and of commercial voucher 
units in those Area offices of sufficient site to warrant the establish- 
ment of e separate unit for this purpose. These Ares units were a 
function and responsibility of the respeetive Area Chief Project Auditors. 
The ooaaneroial Toucher unit In the District headquarters prepared and 
audited vouchers covering District headquarters commercial accounts, and 
performed a check audit of commercial Touchers prepared in Area offices. 

(*) Voucher Channels. - The Toucher transmittal 
channels, both from the Areas to the District Headquarters, and from the 
District headquarters to the Finance Officers, were similar te travel 
accounts, (see Par. 4-8* (t) * (8)). All vouchers received from the 
Area offices were recorded in the District office prior to audit. After 
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the audit hac been performed, end the Toucher submitted for payment, eopiee 
of the paid Touchers were returned by the Flnanee Offloer. Payment date 
were then recorded end the paid Toucher eopiee eent to the originating Area 
office for coBipletion of their files. 

(5) Report^ - In accordance with inetructione of the War Department 
(aee App. D-lb and D-16), and of the Offiee, Chief of Engineers (see App. 
D-t7 and D-28), two report! pertaining to invoice* were submitted to higher 
authority each month. A monthly report ie submitted to the Fisoel Director, 
Army Service Forces, which tabulates the following info mat ion t 

(a) lumber of inrolees on hand at the beginning of the month, 

(b) lumber of inrolees received during the month, 

(e) Number of invoices transmitted to Finance Offioers for 
payment during the month, 

(d) lumber of invoioes otherwise disposed of (i.e., InTolces 
returned to Tenders for correction, lnroioes returned as not pertinent to 
receiving of floe, etc.) 

(e) lumber of lnroioes on hand at the end of the month, and 

(f) lumber of invoioee on hand at the end of the month which 
are 60 or ISO days eld, and the detailed eause for euch delay. A copy of 
this report was furnished the Office, Chief of Engineers, for control 
purposes. 

A report, containing information similar to that contained In 
the monthly report, covering the initial fifteen days of each month, was 
transmitted to the Office, Chief of Engineers. 
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These tve reports were of great relue ae an aid in effecting 
prosjpt payment ef accounts. They afforded euperrisery personnel of all 
echelons a factual opportunity to evaluate the Invoice situation at a 
glance and enabled these to take prompt oorraetiTO action. After the 
eatabliehatent of tha avonthly raport in May 1944, and the establishment 
of the fifteen day report in January 1»45, a decided improvement in the 
payment of eoranercial account n wag noted. Conatant evaluation of 
these reporte by the Dlatriot headquartera brought excellent results 
and recent reporte indicated that all offices of the District vera on a ' 
current basis. 
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SEOTICK 5 - 1>ISBUKSIN3 

5-1* General. * The disbursements made by authorised War Department 
officers follow, in general, the uniform procedures prescribed by the 
Comptroller General of the United states pursuant to the authority dele- 
gated to the General Accounting Office by the Budget and Accounting Act 
of 1921 (42 aiat. 20) (See App. D-l). These procedures, together with 
the procedures of the f»ar Department, are published in the finance Depart* 
oent series of Army Regulations and in Technical Manuel 14-500 (See App, 
D-29) and few a basis for the disbursing activities of the District* 
5-2. pqeentrs^l,fiat?.on fr»cedurcs. 

«♦ afl&Usj. Procedures H PeoentraAijjitEoo. - An 

Engineer Disbursing Office was established upon the inception of the 
tianha tan District* The purpose of this establishment was to provide for 
the praapt and regular payment of all just claims of contractors, vendors, 
and personnel within the scope of the Engineer Disbursing Officer's juris- 
diction; to advise the District Engineer on technical finance and account- 
ing policies} to expedite payments of vital Importance) and generally to 
provide for the satisfactory transaction of public business. During the 
initial period, all reimbursement vouchers were sub itted by all areas of 
the District to the Engineer Disbursing Officer in the District Headquarters 
for payment. During this period, also, new Areas of the District were 
established and many contracts were entered into. This tremendous expansion 
of District activities increased the disbursements of the Engineer Disburs- 
ing Officer trots, month to month, and resulted in a volume of business which 
was most unusual for such an establishment. This expansion of disbursements 




on the pari of the Engineer Disbursing Officer is indicated by Appendix 
B-7. 

b. fioflfai^Uted Doqaotra^tfton Procedure^ ~ It became 

f 

acre and more apparent that a project with the complex magnitude and 
acopc of the Manhattan District warranted decentralisation of disburs- 
ing funetiono, Such a decentralisation, however, was not practicable 
if extended to Disbursing Officers operating outside the scope of the 
District's inmedlate and controllable security surveillance. To have 
attempted such s decentralisation would hove required thati (1) eoplee 
of contracts would hive had to be filed with such Disbursing Officers 
designated to make payments for the Manhattan District, The rigid se- 
curity exercised over these important documents could not permit the 
disclosure of their classified information to persons outside tho con- 
trol of the District* This factor of decentralisation was of prime 
importance In the future decentralisation procedures of the District! 
(2) Determinations of policy and other operational determination:;, would 
be subject to questions and queries by persons to whoa the basis for 
such determinations could not be revealed. The security requirements of 
the District limited the dispersal of Information to only those persons 
who required such information in the direct performance of their work. 
The necessary explanations and clarifying background which would have 
had to be divulged to outside Disbursing Officers could obviously not 
be so disclosed} (3) Vendors and individuals, whose relatione with the 
Manhattan District, if known, would have resulted in a breach of security, 

« 

woulci have been disclosed by the ;.«osage of vouchers to these outside 
Disbursing Officers, *tany contractors of the District were nationally 




known in various f leld A of scientific research/ and the disclosure of in- 
f ©motion which, would link such contractors to district activities could 
not be permitted. This objection also covered the affiliations of the 
District with foreign concerns j (it) An undue burden would have had to be 
assumed by other Disbursing Officers* Large advance payments under class- 
ified contracts, and advances under Insurance Agreements had to be made* 
It was known that such transactions would result in automatic suspensions 
by the General Accounting Office, because of the internal procedures of 
that Agency, until such time as these advances would be liquidated* Be- 
cause of the lengthy period of time over which such advances were expected 
to be outstanding, it was believed that undue curiosity would be aroused. 
It was, therefore, determined that these obstacles could best be overcome 
by the establishment of two additional Engineer Disbursing Officers within 
the District* This contemplated action would have resulted in establishing 
a Disbursing Office at the Hanf ord Engineer Works and a similar office at 
the Clinton ftigineer Worke. These two offices, together with the existing 
Engineer Disbursing Office in New Xork, N. I., would have been geographic- 
ally located at the points of greatest financial activities, and would 
have hastened reimbursement as well as eliminating the undesirable elemente 
of disbursements b.y Finance Officers outside the District. Formal proposal 
of such action was made b, letter dated 31 May 1943 to the Chief of Finance 
through the Chief of ^-ngineere, which requested appointment of Captain 
K* R. iicCauley, Jr., and It. ^artin K. Barrett as fiigineer Disbursing 
Officers for the Clinton Engineer Works and the hanf ord Engineer >»orks, 
respectively. (See App. D-30). This action was indorsed by the Office, 



Chief of Engin eo ri to the Chief of Finance reoonaendlnc this action. The 
proposal, however, did not meet with favorable consideration by that 
office. Thie disapproval was baaed on the grounds thati (l) Administra- 
tive MemoranduE So, 23, Headquarter*, Service of Supply, dated 16 August 
1942, eatabllahed the polio? of appointing Disbursing Officers fro* 
Offieere of the finance Department | (2) Adequate finance service could be 
provided for the two major installations of the District by the Finance 
Officer, 0. 8. Arsy, Atlanta, Georgia, and by the Finance Officer, U, S, 
Amy, Vancouver Barracks, laehinfton, both of whoa were fully equipped to 
handle all elaaaifled items in accordance with regular procedures } 
(3) Expansion of activities, resulting in a greatly increased disbursing 
lead at either suggested Finance Office, would afford consideration for 
establiehncnt of a Finance Officer, D. 3. Amy, at the appropriate Manhattan 
District installation! (A) The Finance Officer, 0, S. Aray, Knoxrille, 
Teaneaeee, who had been eatabllahed in that city only a short time before, 
could provide adequate finance service for the Clinton Engineer Works. 

«. PtttPtTlllHUffl jg Effected. - Upon receipt of this counter 
proposal, a conference ves held in the effiee of the Deputy Chief of 
Finance attended by General Hueper, Lt. Col. Savage, Mr. EatUl Baylor, 
General Groves and Lt. Col* Yanden Bulck, It was determined st this time 
that i (1) The Finanoe Officer, D. S. Army, Knoxville, Tennessee, would 
process unclassified payments, snd contract paymente on a "strip-voucher", 
basis, i.e., supporting papers detached, processed through the District 
Office} (2) The Finance Officer, U. S. Army, Vancouver Barracks, would pro- 
cess unelssslfied payments, and contract payments on e "strip-voucher* basis 
for the fianford Engineer Works; (3) The Finance Officer, U. S. Army, Fort 



Bliss, Texas would process unclassified payments for the Santa f© Area; 
(4) The Ihgineer Dlebureins Officer would process all classified payments, 
and all payments to contractors whoso affiliations with the District were 
detrimental to security, for all Areas of the District; (5) The General 
Accounting Office wouli be requested to provide Project Audit Groups for 
the Clinton Engineer Works and the Hartford Engineer Works j (6) The Fin- 
ance Officers, U, S« Army, who were to be designated to pay Manhattan Dis- 
trict accounts were to be instructed that prompt action would be required* 
Immediately after this conference with the Deputy Chief of Finance, another 
conference was held in the General Accounting Office attended by fc'jr* E, M» 
Bell, Mr, Estill Naylor, and Dt, Col, Vanden Eulck* It was determined that 
General Accounting Office Project Audit Groups would be established at the 
Clinton Engineer Works and the Hanford Engineer Works at the earliest poss- 
ible time* These counter-proposals by the Chief of Finance wore accepted 
by the "letrict, and effected in March 1944* It was felt that by process- 
ing payments of a classified nature through the Engineer Disbursing. Officer 
(P.ir* 5-2c (4)), and the use of a strip-voucher procedure (Par. 5-2e (l) 
and (2)), together with the establishment of General Accounting Office Pro- 
ject Audit Groups (Par* 5-2o (5))* the necessary security safeguards could 
be obtained* 

5-3* Inspections by Higher Authority* 

a » General * - A Disbursing Officer's money accounts are in- 
spected twice annually by the Inspector General's Department, which de- 
tails for this pur} inspectors who tire in no wsy connected with the 
service caking the disbursements. Such inspectors observe, report upon, 
and promote the general economic and administrative efficiency of the 



Disbursing Offioer being Inspected, Inspections b;* the Inspector General' b 

aant«) operation of offices j eas y] ftm § i of records) end the wm^ l n ^ of 
deposits end the issuance of checks. 

»♦ iMMttUaa al IkBbflUw BUttha skaaaar aann 

^£1S£. - The aoney accountability of the Engineer Di •burling Offioer. 
of the District was aeeordlagly inepeeted end Tar If led at follows* 



Inspeetlona eoaducted in District Headquarters, Hew Iork, 
V, T #> on 20 sovember 1942 07 tha Second Service Coaaand, 



Inspections oonduoted in District Headquarters, Hew Iork, 
I, I., 5 April 1943 by the Seoond Service Cenaand and in 
Distrlet Headquarters, Oak Ridge, Tennessee, on 22 June 
1944, « Deeeaber 1944, 19 June 1945* and IB January 1946, 
by Fourth Service Coanand, and 10 June 1946 by Seventh 



Acoqwtt 91 Ms M* fit vt lain 

Inspection oonduoted in District Headquarters^ Oak Ridge, 
1, on January 10, 1947 by Seventh Amy. 



SSCIIOH 6 - COST ACCOUITI^O 



6-1. G«tnr>l . - The oost accounting prooedurea, nethods and reports 
for the Manhattan Engineer District, as established and used, differ widely 
from the regular cost accounting requirements preeorlbed by the Chief of 
Engineers for the normal 0. 8* Engineer 1 retaliation. By the very nature 
of the Manhattan Di at riot, it was impossible to assay at the outset the 
oost aeeounting requiresiente from an overall standpoint, or to giro the 
subject the complete study and planning usually oonnected with the 
devising of an efficient and well integrated cost systesu Therefore, 
it was necessary to approach the problem almost on a day to day basis* 

Purpose* - The principal objectives of the cost accounting 
functions may be stated as follows t 

a* To provide a simple, yet ooaprehensivs set of oost 
accounts and proeedurea for all Diatrlot aetiritiea* 

b* To proride control aooounta as a means of checking costs 
as reported by contractors and Area offices. 

e* To proride, through periodic and special reporte, informa- 
tion for use in forecasting intelligently the ultimate oost of different 
phases of ttie project during the progress of the work* 

d. On construction work, to develop cost data necessary for 
the preparation of Form 391 (Coats), Final Detail Cost Statement as 
required by the Office of the Chief of Engineers Cost Accounting Manual, 
Chapter II, Military Activities. (See App. D-81). 

e. To provide an Internal cheqk with the fiscal accounts. 



f . To furnish sufficient and reliable data on completed 
work for historical record purposes. 

g. To provide basic cost data for speoial studies. 

h. To provide, through contractor maintained cost records, 
reliable cost data for the determination oft 

(1) The relative efficiency of operations between 
plants and different types of processes. 

(2) Whether work is being performed aconoaically. 

(3) Trends of cost figures in order to measux 

ments. 

a. General . - From start of operations through 31 
1946 three hundred fifteen thousand oost vouchers were processed by the 
District Cost Section resulting In gross coots of approximately $2,200, 
000,000. Total coats as of 31 December 1946 as reported on Cost Forms 
39 and summary sheet are attached. (See App. 3-d and 3-9) 

b. Coats Excluded . - The gross oost figure In a. above is 
not all inclusive. Cost incurred from military funds listed below are 
not included! 



(2) Transportation Corps (open allotmsnta). 

(3) Finance Department (pay, allowances, and travel 

of the Army). 

(A) Ulseellaneous procurements and depot issues of other 




agencies not charged to Manhattan Funds or vouchered as free Issues* 

(5) Expenditures by OSRD prior to the establishment of 
the Manhattan District, 

6-A. SffftCtfl of Security* - The rigid security regulation* imposed 
on the project had a direct and positive effect on cost accounting pro* 
cedures throughout the project, both government. and contractor. On 
numerous occasions pertinent information was withheld from accounting 
personnel solely for security reasons, which often resulted in decisions 
contrary to good cost accounting practice. The division of the work among 
many contractors, which was motivated to a large degree by security, creat- 
ed many complex problems from a cost accounting control standpoint. Con* 
versely some contracts cover a vide scops of operation) such as, research* 
construction, manufacturing and special services all In one contract. In 
short, many contracts did not fit Into a logical cost pattern. 

6-5. Qffleraj Procedures. 

a. Qeneral. - The importance of cost accounting was fully re- 
oognized. A Coat Accounting Section under the Administrative Division 
was provided for in the original organisation of the District. It devolved 
upon the Cost Section to devise ways and means to establish cost controls 
of sufficient reliability for the needs of the District. The Cost Section 
was given a free hand in this assignment. In accordance with the general 
polioy of the "War Department, Office of the Chief of Engineers, Cost 
Accounting Manual, Chapter II, Military Activities**, (see App. D-31), cost 

* 

accounts were set up on a control or source basis, snd the contractors 

were made responsible for maintaining adequate detailed cost accounts* 

Construction contractors were Instructed to follow In general principle 

V 




( the coat accounting lanual, re erred to abovej operating contractors were 

pamittod to devise their own cost systems, and these 3yatens were reviewed 
by cost personnel of this sect en for adequacy* The general policy with 
reference to contractors* coat accounting records and reports is 3et out 
in core detail in Memorandum dated 13 January 1945 distributed as an in- 
closure to District Circular Letter (Costs 45-2) dated 18 January 1945* 
(See App. C-9). 

b. Cost Acgoun tftnj;, , f rVyflrleg* - In general, cost accounts 
are divided into three main groups} naoely, direct costs, indirect costs' 
and deferred coats. Deferred cost accounts are used as "holding 1 * accounts} 
these costs eventually are transferred either to direct cost accounts or 
indirect cost accounts - whichever is applicable. Upon final a counting, 
all indirect costs are allocated to direct coats, and the final cost 
statement reflects the total coat incurred for the particular undertaking. . 
If the undertaking is neasurable by a given unit, a unit cost can .be 
ascertained by dividing the total units Into the total cost. This basic 
principle of cost accounting has been followed to the fullest extent 
possible in evolving the cost system currently in use. The necessity for 
simplification also was a priai factor considered in formulating methods 
and i rocec urea. 

c. ®mfflMMm tt£ &Bm&& - lXn outlina classifi- 
cation of. cost accounts a intained in the District Office Coat deetion is 
given below t 

(l) District Overhead. - iubdivided into functional 

accounts. 



(2) Area Overhead* • One control account for each Area* 

(3) Hired Labor Accounts* - Provided ai required} with 
very few exception*, all work mi let to contractors* 

(4) Gontraot Coats (Hegardleee of Types).. - One oontrol 

a o count was raaintained for eaoh individual prime oontraot subidivided ae 
follows | 

(a) Reimbursements and/or earnings. 

(b) Fee Payments (Coat Plue Fixed Fee only)., 
(o) Insurance and .Welfare funds, 

(d) Items furnished by government at no oost* 

(«) Speoial aeoounte as required* 
(8) general Ledger Account s. - Cash) allotaentsi receiv- 
ables, including advances) payables, including accruals) contra accounts f 
and any other aeoounte required to maintain a self-balancing double entry 
set of coot ledgers* 

(6) Detail Cost Code* • For the detail ooet oode t see 
Claeeifieatloa of Aeoounte (See App* C-10)*. 

(7) Types of Accounts* - From an examination of oost 

ao counts employed for original entries, it can readily be seen that they 
come within the category of deferred and indirect typee of account** 
Therefore, the first entry merely records the source* The final applica- 
tion (end use) is left for later determination* The Cost Section did not 
have sufficient information available to it to permit direot applioatlon 
of ooste* This uas due* primarily to the strict security of the project, 
and secondly to the fast tempo of letting and changing oontracts* 




d* Breakdown by Program*. - In December of 1944, it 
realised that a monthly ooat statement prepared solely on a souroe baals 
was not suffioient for budgeting and ooat control purpose*. The Diatriot 
Control 3eotion established a breakdown of the pro jeot by principal 
programs, and the program became the unit of control* The Cost Section, 
thereupon, was directed to ohange the asthod of reporting coats solely 
from a aouroe basis to a combination of a souroe and program basis* 
Prom information furnished by the Control Section, the contract ooat 
aooounta were coded by programs, and the new method of reporting, which 
is in use at this writing, started with the report for December 1944* 

a?Os? ^1 43l^tlX*^(2P JpX*^m^^Ht^s>^ iois»0 ^)\1^0*H*Q^V ^i^k ^5*1^ d^^b^^fl^Qfi aJj^ j^s^O^^^PWU^B ^ ^*ft 

a hart form, is lnoluded* (See App# A-5). 

e* Construotion Costs* - For construction costs, the inten- 
■ ■ ■ " 

tion was to follow the general requirements of the Offioe of the Chief 
of Znglnoers in the Cost Accounting Iknual, Chapter II, Military Aotivi- 
ties, and other directives on the subject* Cost data necessary for the 
preparation of Form 39B (Costs, "Project Coat Summary - Military Funds, 
Final Detail Cost Statement" were developed as fast as conditions per* 
mitted. 

sj ^£ e%l^^)e^\ ^/ ^J^e^'t ej e) ^3^^^ ^^^t e^^9 5 ^^e%3^^J ^Bf^J ssj At ^jj^PseMiP s^cm*^ XXsm^*}^^]^^^ 

from the start of the job through 30 June 1946 was oharged to capital 
ooats* After 30 June 1946, research costs were oharged to operating 
programs. A new program "Post War" costs was added July 1, 1946* 

g* Operating Costs* - No clear-cut policy was established 
with reference to operating ooats direotly connected with the oanu- . 

1 t 




factor* of the and product. Operation* were carried oa through a mase of 
contracts of all types. Beoauae of the movement of the product through a 
serlea of successive steps involving sjany contractors, with produotloa 
figures at each stage olosely guarded, and beoauae of the policy of not 
passing manufacturing ooats of a parly processed riatarial from one con- 
tractor to another or making available oosta of raw material and roanu- 
faoturing supplies* it «M not deemed practical or desirable, as long as 
the war lasted, to attempt a coat system that would permit application of 
costs of inventories at any stage of production. Unit costs were deve- 
loped by some of the contractors for their own particular operations, 
but in many cases, it did not represent the true oost beoauae the cost 
of goverment furnished items was exoluded and depreciation charges were 
omitted. Therefore, under the existing system, the only feasible final 
oost accounting report for operations was one stated In terras of oontraots 
and croerama* To aaka the neoeaaarv ohaneee that would enable the orie— 
lag of Inventories, either base product or nanufaoturing suppliee, at any 
stage of production, would require a survey and study of great magnitude* 
Specific Proooduroa. 
a. Accounts and He cords. * The District basio oost records 
ware divided into two groups. Costs involving expenditures of funds 
directly allotted to the Manhattan District were reoorded in Oroup I, 
Costs with no expenditures from Manhattan funds j suoh as, free issues, 
transfers without reimbursements, ESA open allotments, distributions, 
etc., were reoorded in Group II. Eaoh group or set of accounts consisted 
of a control journal and oost ledger sheets* Eaoh group wa« maintained 




according to th« principle* of double entry bookkeeping and v.aa self* 
balancings Group I aaa prorod and reconciled with the Dlatriot Fiscal 
aooounts eaoh month* 

b. Area Ac count* , 

(1) General . * In addition to the coat account a main- 
tained in the Dlatriot Offioe, the following Area* maintained coat 
account* for work under their supervision! 

Ifcdison Square Area 
iTilaington Area 
Hew York Area 
Chicago Area 
Hanford Engineer Work* 
Santa Fa Area 

All Area aooounta, with the exoeption of Hanford Engineer Worka and 
3anta Fe Area, tied in with the Dlatriot aooount* along the line* of 
branch accounting* Commencing 1 Uaroh 1944, oo»t aooount* independent 
of the Dlatriot aooounta wera eatabliahad at Hanford Engineer Work*. 
Deoentralised coat aooounta vera eatabliahad at Santa Fe 1 July 1946* 

(2) Santa Fe Area. - The Dlatriot Coat Section gave 
peraonal supervision of all Area Coat aooounting, exoepting the Santa Fe 
Area. The general control aooounta for this Area were maintained by the 
District, until June 30, 1946 and the Area was given authority to eetab- 
lish its own detail account* (See App. D-32). Beginning July 1, 1946* 
Santa Fe maintained Its own general control aooounta and submitted re- 
ports to the District Office for consolidation. 
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°* Recording and Filing * 

M Coai> EtAri9U * " Cost entries were prepared from dis- 
bursement rouohers, collection Touohera and tr ana far documents j henoe, 
with few exceptions, ooata were not poated to the ooat rooorda In the 
same month In which incurred. Therefore , the ooat aooounte were not a 
true reflection of actual oosts inourred for a particular period. How* 
ever, more up-to-date oosts were ascertainable by taking into oonaider- 
atioa the oontraotora* oost statementa. 

(2) Coat Vouchors* - Coat rouohera were nuabered con- 
secutively starting with number one eaoh month and filed in numerical 
sequence by months.* 

(3) Coat Ledger Sheet a, - Cost ledger sheet* were filed 
by fiscal years with balances carried forward to new sheets 1 July of 
eaoh year* 

(4) Contractors* Coat Statementa* - Contractors 1 cost 
statementa were recorded on index oarda and filed under oontraot name 
and number* 

6-7, Cost Beporta* - Cost data were oompilad in the form of ooat 
statsmente eaoh month by the District Cost Section, the Area Offices 
and CFPF oontraotora In accordance with existing Engineer Department 
procedures* Beoause of the Diatriot security program, ooat reports were 
not submitted to higher authority* All eost reports were kept on file 
either in the Diatriot Of floe or in one of the Area Offioes* No on* 
person or department was given the authority to receive and file all 
ooat reportei henoe, oost reports were not aooumulated in on* file. Th* 
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majority of the report! were olassified confidential or higher , even 
though ingredient* used and produots produced were shown in code only*, 
Because of the many oontraotors, each using hia o-wn method of oost ao- 
oounting, the resultant operation* oost data were not uniform even on 
ooaparable operations* Certain studies, analyses and correlation of 
oost figures would be necessary in order to apply costs to speoifio 
purposes* 
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JECTIGW 7 - ORQAHIZATION USD PSftJCNHEL 



7-1. MMjl atftgM. - At the time the Manhattan Diatriot was 
organised a nucleus of a fiscal organisation was obtained froa other 
Engineer Departaent offices. The personnel secured had been trained 
In Engineer Corps procedure and they established the initial systems 
necessary to carry on the work* 

7-2. I fayolopaent . - As the District program increased, additional 
employees mire obtained through the assistance of the Chief of Engineers, 
Engineer Divisions and Districts, and the Civil Service Commission. 
Jlseal personnel were placed in the area offices as those offices were 
established. In moat instance! . the area fiscal duties, exseot those 
pertaining to estimating and budgeting, were performed by the area audit 
groups* However, in the larger areas* such as Clinton Engineer Works, 
Hsnford Engineer P.orks and Janta To. it was found nocessarv to organize 
units separate and d latino t froa the audit groups, to handle the finance 
and cost duties. The nuaber of fiscal personnel throughout the District 
increased froa approximately 130 employees in November 1943 to approvi- 
netoly 460 employees as of 31 December 1945. 

7-3. 9TCTllgfl^l9Dal Changes. - The increasing volume of work 
resulted in changes in the District office fiscal organisation. The as 
changes are Indicated on organisation charts. (See App. A-6, 7 and 3). 

7-4. SftflponalMa fr*UYiqM4ll. * The following responsible indi- 
viduals were involved in fiscal procedures t 

a. Colonel J. C. Marshall - District Engineer froa August 
19A2 to August 1943. 

b. Colonel X. D, Nichols ■ Deputy District Engineer froa 




August 1942 to August 19 A3 | District Engineer froa August 19A3 to present. 

e. Colonel 3. B« Marsden - Control Officer froa January 1943 
to August 1943 | Sxeeutive Offioer froa July 1943 to present, 

d. Colonel D, JS. Antes - 3peolal Inspector froa August 1944 
to present* 

s. Colonel J* X. Barman - Disbursing Offioer and Administrative 
Offioer froa August 1942 to February 1943. 

f . Lt* Col* C. Vanden Bulok - Deputy Disbursing Offioer and 
Assistant Adaini strati Ye Offioer froa October 1942 to February 1943 J 
Disbursing Offioer froa February 1943 to September 1946, and Adainiatra- 
tire Offioer froa February 1943 to present. 

g* Lt. Col. C« A. Nelson - Chief. Service and Control Division 
froa August 1943 to November 1943. 

h. Maj. J. S. Travis - Chief. Service and Control Division 
froa Soveaber 1943 to February 1944 I Chief* Inspection and Control Branch 
froa June 1945 to date. 

1. major D. C, Sogart. Jr. - Deputy Disbursing Offioer froa 
July 1943 to Slay 1946 1 Fiscal Officer froa November 1943 to present. 

j. Major 3. 0. Salts - Assistant to Control Officer from 
January 1943 to August 1943 | Chief t Control Seotion froa August 1943 to 
June 1945} Chief, Reports and Statistics Section, June 1945 to present. 

k. Captain H. MeCauley, Jr. - Fiscal Offioer froa February 
1943 to November 1943 | Deputy Disbursing Officer froa March 1943 to June 
1943 j General Accounting Office Liaison Officer froa January 1944 to present. 

1. Mr. J. C. Clarke - Assistant to Administrative Offioer froa 
July 1944 to present. ; 




7-5. 4sfolftWl3dgffifltt1i 9f AMiatfflgja - The following individuals 
greatly assisted the responsible individuals in the development and 
application of fiscal procedures t 

a. Colonel James ?• La Croix - Chief, Fiscal Division, 
Office, Chief of Engineers. 

b. Lt. Col. J. H. Savage - Assistant Chief, Disbursement 
Division, Office of the Fiscal Director, 

0. Major N. P. Anderson - Finance Officer, U, S. Army, 
Knoxville, Tennessee, 

d, Major D. L« lork - Finance Officer, ff. 3. Amy, Knox* 
villa, Tennessee. 

e, Lt. Col. S. F. Bullock - Finance Officer, U. 3. Array, 
Vancouver Barracks, Washington. 

f , Colonel Harry Foster * Finance Officer, U. 3. Array, 
Vancouver Barracks, Washington. 

g, Colonel 8. C. Nate her - Finance Officer, U. 3. Amy, 
Fort Bliss, Texas. 

h, Jfajor Bert H, fleilpern - Finance Officer, U. 3. Amy, 
Fort Bliss, Texas. 

1. Mr. Iff. Jf, fflener - Assistant to Finance Officer, U. 3. 
Army, Brooklyn, New York. 

J. *4r. iS. 3. iaylor - Special A 3a latent to the Fiscal 
Director, U*. S. Arny. 

k. At. £. Bell - Chief, Audit Division, General Account- 
ing Office, 

1. Jr. VI. A, Allllnghaai - Assistant Chief, A\ulit Division, 
General Accounting Office. 




a, Hr. ?. 0. 31acki3ton« - Chief Cost auditor, General 
Accounting Office, Oak Ridge, Tennessee. 

n. ilr. Paul Qo shorn - Chief Coat Auditor, Ganeral 
Accounting Of f tea , Richland, uaahlngton* 
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Regional Aeeounting Office 
Atlanta, Ga., 3.10 
Chicago, 111, 3.10 
Loa Angelea, Calif., 3.10 
Maw lork, M, X„ 3.10 
Regulationa 
Finance Series, 3.4, 4.1, 4.10, 5.1 
2fe. AR 35-690, 4.8 
Mo. AR 55-120, 4.12 
Service Poreea, 1.2, 4*8, 4.12 
Aaslatant Adninlatrativa Officer, 7.2 
Asalatant Control Officer, 7.2 
Atlanta, Ga. 
Aray Regional Accounting orfiee, 3.10 
finance Officer, U. 3. Aray, 5.4 
tonic linergy Conatlaeion, 2.5, 2.6, 4.3 



Audit 

Administrative, Manual i for, 

(See Manual) 
Advanoe Payments (See Advance 

Payments) 

Contract, 3*1 

General Aooounting Office, 3.10 

3.11, 3.12 
Procedures, 1.3 
Program, 3.3 

Reports, Advance Pays* at* 

App. D-9 
Selective 

Application of, 3.3 

Cost of, 3.3 

Extant of, 3*2 

Results of, 3.8 
Staff, 3.5 
Auditors 

District, 3.5 
Government, 3.2, 3.10 

Barrett, Capt. Martin K«, 5.3 
Bell, Mr. S. W., S.5, 7.3 
Bills of Lading, Government 

(See Government) 
Blaokistone, Mr. P. D. , 7.4 
Sogart, Major D. C, Jr. 7.2 
Brooklyn, N. T«, PO, USA, 7.3 
Budget 

Annual, 1.1, 2.3, 2.4 

Estimates, App. C-4 

Pi seal Tear 1940, App. C-3, C-4 

Pisoal Tear 1947, 2.5 

Fiscal Tear 1945, 2.5 

Officer, 1.1, 1.2 

Statement, App. B-l 
Budget and Accounting Aot, 1.1 

1.2, 3.10, 3.11, 5.1, App. D-l 
Bulletin 

Finance, So. 106, App. D-14 
Bullock, lit. Col. B. P., 7.3 
Bureau of the Budget, 1.1, 1.2 

Certifying Of floor, 3.14 
Charts and Graphs, App. *A* 
Charts, Organisation, App. A- 6 

App. A— 7, App. A— 8 
Chicago 

Area, 6.B 

Amy Regional Accounting Office 
Chief of Engineers, 1.1, 1.2, 2.3 
2.4, 2.6, 3.9, 3.10, 3.11, 4.1, 



Chief of Bngineers (Cont'd). 

4.7, 4*14, 5.4, 8.1, 6.2, 8.3, 7.1, 
7.3, App.D-10, App.D-13, App. D-28 
Chief of Finance, 3.10, 5.3, 8.4, 5,4, 

App. D-30 
Chief of Technical Service, 4.8 
Chief Project Auditor, 3.12, 4.9, 4.13 
Ciroular Letters 
Distriot 

Cost No. 46-2, App. C-9 
Office, Chief of engineers 

Bo. 2695 (Pisoal 254) App. C-l 
. lo. 3469 (Pisoal 333) App. 0-21 
Ciroulars, W. D. 

Bo. 116, App. D-25 
Bo. 333, App. D-26 
Civilian Personnel (See Personnel) 
Civil Service Comal scion, 7.1 
Clarke, Mr. J. C, 7.2 
Classification 

Reimbursement Vouohers 
(See Touchers) 
Clinton Engineer forks, 4.3, 5.3, 6.4, 

6.5, 7.1 
Commanding General, IT Sarvloe 

Command, 4.3 
Commercial 

Aocounts (Sea Aooounts) 
Airoraft, 4.12, 4.13, App. D-24 
Invoice Report (See Reports) 
Toucher Unit, 4.13 
Comptroller General of the United 

States 1.2, 3.16, 5.1 
Congress, The, 1.1, 1.2, 2.3, 2.6 
Construction 

Costs (See Costs) 
Estimates (See Estimates) 
Contract 
Audit, 3.1 
Communication, 4.12 
Construction, App. 0-5 
Costs (See Cost) 
Cost-Plus-Allowances, 3.6 
Cost-Plua-Fixed-Pee, 3.1, 3.6, 3.10 
App. 0-6, App. D-6, App. D-ll 
App. 0-12 
Cost-Plus-Overhead, 3.6 
Filing of, 6.2 
Rental, 4.13 
Supply, App. D-6 
3.10 University, 3.5 
Utility, 4.13 




Contracting Officer, 3.5, 5.9 
Control 

Budget, 1.1 

Cost, 6.3 

Internal, Contractor, 3.1 

3.2, 3.3 
Officer, 7.2 
Cost 

Accounts 
Area Overhead, 6.3 
Classification of, 6.4, 6.5 \ 
Control, 6.5 
District Overhead, 6.4 
Accounting 

Contractors, by, 6.1, 6.2 

Controls, 6.2, 6.6 

Deri at ions from Standard 

Procedures, 6.1 
Effects of Security on, 6.3 
Manual, 6.1, 6.5, 6.6, App. D-31 
Principles, 6.4 
Procedures, 6.1, 6.3, 6.4 
Area, 6.1, 6.6 
Auditor, Chief, 3.12, 7.4 ' 
Capital, 2.2 
Codes, 6.5, App. C-9 
Construction, 6.3, 6.6 

Contract, 6.5, 6.8, App. C-9 
Deferred, 6.4, 6.5 
Direct, 6.4 

Estimates, (See Estimates) 
Excluded, 6.2 
Hired Labor, 6.6 
Indirect, 6.4, 6.5 
Inventory, 6.7 
Operating, 2.2, 6.6, 6.7 
Project, App. A-6 
Reports, 6.1, 6.4, 6.7, 6.9 

App, C-9 
Besearoh, 6.6 
Scot ion, 6.3, 6.8, 6.9 
Statements, 6.6, 6.9 
Summary, Project, App. B-7 
Totals, 6*2 
Types, 6.5 
Unit, 6.4 

Deferred Costs (See Costs) 
Deputy Disbursing Offioer, 7.2 
Deputy District Engineer, 7.2 
Deviation from Procedures 

Cost 6*1 

Travel, 4.11 

Voucher Preparation, ,3.8, 3.13- 




Direot Costs (See Costs) 
Disbursing 
by Di st riot, 5.1, App. B-6 
Decentralisation of, 5.1, 5.2, 5.4 
Expansion of, 5.1 

Offices, Organisation * Function*, 

App. D-29 
Officers 

Engineer (See Engineer Dis- 
bursing Offioer) 
Finance Department (See Finance 

Offioer, D. 3. Army) 
Inspection of, 5.5 
Distribution of Touchers, 3.19 
District 

Audit Staff, 3.5 

Cost Section (see Cost) 

Engineer, 2.1, 3.13, 4.4, 4.13, 5.1, 

7.1, 7.2, App. D-19, App. D-20 
Fiscal Manuals, App. C-5, App. C-6 
Headquarters, 3.6, 3.7, 3.6, 3.9, 

3.11, 4.8, 4.9, 4.13, 6.6 
Liaison with O.A.O., 5.12 
Research Contractors, 3.4 
Travel Unit, 4.9 
Division 

Audit, 0. A. 0., 3.4, 7.3 
Disbursement, Office Pis o el Director 
7.3 

Engineer, 7.1 
Documentary Requirements for Special 

Contracts, App. C-6 
Dooumoato, Supporting, 3.4, 3.7 

Effects of Security, f.3, 3.13, 6.3 
Engineer Disbursing Offioer, 1.4, 3.7, 
3.8, 4.8, 5.1, 6.2, 5.3, 6.5, 
App. B-6 
Enlisted Ken, 4.2, 4.3 
Estimates 
Consolidated, 2.2 
Construction, 2*1, 2.2 
Cost, 2.1, App. <j-5 
Early, 2.1 
Field, 2.1 
Fisoal Tear, 1.2 
Monthly, 2.1, 2.2 
Operating, 2.1, 2.2 
Total, 2.2 
Exceptions, Notices of, 3.4 
iSxeoutive Offioer, 7.2 
Expenditures 
^Allowability of, 3.2 
by O.S.H.D., 6.3 



Expenditures (ContM). 
Data, App. A -4 
Estimated, App. A-l 
Limitations, 4.2 
Monthly, 4.6, App. A-2 
Reports of, (See Reports) 
Tabulation, App. B-3 

Finance 

Accounting Manual, 4.1 

App. D-16 
Acoounts (Sea Aocounts) 
Bulletin (See Bulletin) 
Chief of, 3.10, 5.3, 5.4, 5.5, App. 
Officer, U. S. Army 
Atlanta, Ga. , 5.4 
Appointment of, 5.3 
Brooklyn, N. T., 7.3 
Port Bliss, Texas, 4.5, 4.10 

5.4, 7.3 
Knoxville, Tenn. , 3.7, 3.8, 4.6, 

5.4, 7.3 
Vancouver Barracks, iVaihington 

3.8, 4.5, 4.10, 5.4, 7.3 
Washington, 0. C, 4.8 
Seotion, 4.3, 4.6 
Series, Army Regulation! 
(See Army Regulations) 
Financial Reports, App. C-9 
Financing 

Dlreot by District, 4.8 
Through TTar Dept., 4.9 
Piseal 

Accounting, 1.1, 1.2, App. D-21 

Codes, W. D. , App. D-18 

Director, ASP, 1.2, 1.3, 3.11, 
3.15, 4.1, 4.8, 4.12, 7.3 
App. D-12, App. D-13, App. D-23 

DiTision, Offioe, Chief of 
Engineers, 7.3 

Officer, 7.2 

Qrganl«ation, App. D-6, App. D-7, 

App. D-8 
Reports, App. D-20 
Plow-Chart of Voucher Procedures 3.5, 

App. A-3 
Foreign Concerns, 5.3 



Port Bliss, Texas 

(See Finance Officer, U. S. Army) 
Poster, Col. Harry, 7.3 
Fourth Service Command, 4.3, 4.7, 5.6 
Free Depot Issues, 6.2 
Funds, 

Administration of, 4.3 

Aavances of, (See Advances) 

Allocation of, 1.2 

Allotment of, App. B-2 

Appropriated, 1.2, 4.1 

Military, 6.2 

Over-Obligation of, 4.4 

Transfer of, 2.6 

General Accounting Office, 
Authority of, 5.1 
Chief Cost Auditor, 3.12, 7.4 
Distriot Liaison with, 5.12 
Informal Inquiries, 3.12, App. C-8 
Liaison Officer, 3.12, 3.15, 7.2 
Notice of Exception, 3.12, 3.13 

3.14, 3.15, App. C-8 
Procedures, 3.13 
Project Audit Croups 
Clinton Engineer »?orks 
Establishment of, 3.11, 4.5, 5.5 
Hanford Engineer Works, 3.12, 

3.13, 7.4 
Request for, 5.5 
Relations with, 3.10 
Geographic Spread of Operations, 

1.4, 4.2 
Goshorn, Mr. Paul H. , 7.4 
Government 

Agencies 4.8, 4.9, App. 0-4 
Bills of Lading, 4.2 
Graphs, App. "A" i 
Groves, Maj. Gen. L. R. , 2.4, 4.12 | 
5.4, App. C-2, App. C-3, App. C-6 i 
App. D-12, App. D-20 

Hellpern, WaJ. B. H., 7,3 
Hanford Engineer forks, 3.8, 3.11, 
3.12, 3.13, 4.4, 4.5, 4.10, 5.3, 
5.4, 5.5, 6.8, 7.1 
ilarman. Col. J. M. , 5.6, 7.2 
Headquarters 

District, 3.5, 5.7, 3.8, 3.11, 3.15, 

4.3, 4.13, 4.15, 5.1, 5.6 
Services of Supply, 5.4 
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Headquarters (Cont'd) 

^Mhington, D. C., 4.8 
Hired Labor Aooounts, 6.5 
Hueper, Maj. Qen. R.P., 8.4 

Inspections, 5.5, 5.8 
Inspector General's Department, 5.5 
Inspector, Speolal, 7.2 
Insurance Agreements, 5.5 
Interagency Vouchers (Saa Vouehors) 

1-25 Project, 2.2, 2.4 
K-27 Project, 2.4 

LaCroix, Col. James P., 2.4, 7.5, 

App. C-3, App. C-4 
Liaison, General Accounting Office, 

5.12 

Madison Square Area, 5.8 
Manual 

Administrative Audit of CPFF 
Construction Contracts, 3.1, 
App. D-B 
Administrative Audit CPFF 

Supply Contracts, App. D-6 
Coat Accounting, 8.1, 8.3, 8.8, 

App. D-3 
Finance and Accounting, 4.1, 

App* D-18 
Modal Diebursement and 

Collection Vouchers, App. D-17 
. Technical (See Teohnloal Manual) 
Mars den. Col. Sari H. , 7.2 
Marshall, Col. «T. C, 7.1, App. C-2 
MoCauley, Capt. W. R., 8.3, 7.2, 

App. C-8 
Methods of Procedure, 3.14, 3.15 
App. C-8 

Military 

Funds (See Funds) 

Personnel (See Personnel) 
Monthly Budget Statements, App. B-l 
Monthly Operations Reports, App. D-5 

National Bureau of Standards, App. D-8 

Naylor, Mr. Eetill B., 5.5, 7.3 

Kelson, Lt. Col* C* A., 7*2 

Noteher, Col. S. C, 7.3 

New York Area, 6.8 

Niehola, Col. K. D., 7.1 

Noble, Lt. Col. C. C, 5*6 _ . 



Oak Ridge, Tenn., 3.11, 3.12, 4.8, 
5.6 

Obligations,' 4.1, 4.3, 4.4 

Off -Area Audit Group, 3.5 

Office of Scientific Research and 

Development, 3.4, 6.3, App. B-6 
Officer 

Administrative, 7.2 

Assistant AdstinistratiTe, 7.2 

Assistant Control, 7.2 

Budget, 1.1, 1.2 

Certifying, 3.14 

Contraoting, 3.6, 3.9 

Control, 7.2 

Disbursing (See Disbursing) 
Bxecutlve, 3.13, 7.2 
Finance (See Finance) 
Fiscal, 7.2 

0. A. 0. Liaison, 3.12, 5.15. 7.2 
Open Allotment! (See Allotments) 
Orders, Travel, 4.2, 4.12 
Organisation 

Changes, 7.1 

Charta, Fleeal, App. A-6, App. A-7, 
App. A-8 

Fiscal, 7.1 
Overhead, 8.4, 8.5 
Over-obligation (See Funds) 

P-9 Project, 2.2 

Pay and Allowances, 4.2 

Paymenta 

Advance, (See Advance Payment) 

Classlfiad, 5.4, 5.5 

Contracts, 5.1, 8.4 

Prompt, 4.1, 4.16, 5.1, App. D-27 

Unclassified, 5.4 

Vendors, 5.1 
Personnel 

Civilian, 4.12 

Fiscal, 7.1 

Ullltary, 4.12 

Organisation and, 7.1 

Supervisory, 4.15 

.far Department, 2.3, App. D-16 
President of the United States, 

The, 1.1, 4.4, 4.11 
Procedures 

Accounting, 1.2, 4.2, 4.3, 4.4 

Auditing, 1.3 
*<£cost Accounting, 6.1 

Deviations, from, 3.8, 4.10 




Procedures (Cont'd) 

Ef foots of, 4.1 

Plnance, 4.1 

Fiscal, 1.1 

LSethods of, 3.14 

0. S. R. D., 3.4 

Results of, 3.7, 3.8 

Standard, 1.1, 3.13 

Travel, 4.9 

Vouchor (See Vouchor) 
Progress Reports, 2.2, App. D-2 
Project Coet Sueaaary, App. D-7 
Project Audit Groups, G. A. 0., 

3.0, 3.7, 3.11, 3.12, 3.13, 

3.14, 4.5, 8.6, 7.4 
Purchase Orders, 4.2, 4.13 

Quarterns ter General, Office 
of, App. B-6 

Ration Allowances, 4.2 

Reclaim Vouchers, 3.14, App. OS 

Records, 

Accounting, 3.9, 4.6 

Advance Payment, 3.9, 4.7 

Expenditure, 4.4, 4.5 

Independent, 4.4 

Obligation, 4,4 
References, Ann. "D" 
Regional 

Accounting Offices, Amy, 3.10 

Air Priorities Boards, 4.12 
Regulations 

Army 

Plnanoe Series, 3.4, 4.1, 4.10, 
8.1 

No. AR 35-880, 4.8 
Ho. AR 55-120, 4.12 
Reimbursement 
Claims, 4.9 

Voueheri (See Vouchers) 
delations with O.A.O., 3.10 
Rental Contracts, 4.13 
Reports 

Advance Payment, 3.9, App. D-9 
Cost, 8.1, 8.4, 6.8, 8.9, App. D-9 
PI eld Progress, 2.2, App. D-2 
Pinanoial, 4.1 
Fiscal, App. 0-20 

Invoices, 4.14, App. D-28, App. D-2 6 
Monthly, 2.2, 4.5, 4.6, App. D-3 



Reports and Statistios Section* 7.2 

Requisitions, 4.2 

Research 

Contracts, Audit of, 3.3 
Costs, 6.6 ;j. 

Reponslble Individuals, List of, 
7.1, 7.2 1 ; 

Richards, Maj. Cfen. 0. J., App; C-5 

Santa Fe Area, 4.5, 4.6, 4.10, 5.6, 

6.8, 7.1, App. D-19 
Savage, Lt. Col., S. H. , 5.4, 7*8 
Second Service Command, 5.6 i\ 
Seoretary of .Tar, The, 1.3 
Seotlon s , 

Control, 6.6, 7.2 jf 
Cost, 6.2, 6.3, 6.6, 6.6, 6^3, 6.9 
Finance, 4.3, 4.13 j \ 

Reports and Statistics, 7. if \ 

Security 

Breach of, 3.6, 5*2 

Effeote of, 1.3, 3.13, 6.3 
Soits, Major B. 0., 7.2 
Selective Audit (See Audit) u 
Service and Control Division, 7.2 
Services of Supply, 5.4 
Special Inspector, 7.2 
Special Materials Plant, 2.2 
Standard Fiscal Procedures, 1*1, 4*1(1 
Standardised Government Travel 

Regulations, 4.11, App. D-2 
Statements, 6.9, App. B-l 
Surgeon General, U. S. Army, 4.3, 
Supply Contraeta, App. D-8 
Suspensions by G. A. 0., 

App. D-ll, App. D-12 

Tabulations, 4.8, App. B-l 

Technical Manuals, if. D. 
He, 14-210, 1.2 
Ho. 14-500, App. D-28 
Ho. 14-603, 4.1, App. D-16 
Ho. 14-604, 3.4, 4.1, App. D-7 
Ho. 14-607, 4.1, App. D-17 
No. 14-700, App. D-18 
Ho. 14-702, 4.7, App. D-21 
Ho. 14-1000, 3.1, App. D-6 

Teohnical Service, 4.8 

Travel 

^Aooounts, 4.1, 4.9 
. Allotment, 4.2 



ft-arel (Cont'd) 

Allowance*, App. D-16 

Audit of. 4.10 

Government Regulations, 
Standard, 4.11, App, D-22 

Orders, 4.12 

Procedures, 4.9 
Transfer Vouoher, 4.9 
Transportation 

AllotMntf, 4.1, 6.2 

Requests, 4.2 
Travis, Major, J. B., T.2 

App. A-7 

Onolaasified Vouohers, 3.6, 3.8 
Under Secretary of War, The, 

3.14, 3.15, App. D-ll 
Ohivoreity Cont recti, 3.5 
Utility Contracts, 4.13 

Vancouver Barracks, Waeh. , F. 0. 

V, 3. A., 3.8, 4.5, 5.4, 7.3 
Tendon Bulek, Lt. Col. Charles, 

6.4, 5.5, 5.6, 7.2, App. C-8 
Vouchers 

Adranes copy of, 3.7 

Channels of* 4.13 

Cleaeification of, 5.6, 3.13 

Classified, 3.6, 3.8 

Collection, App. D-17 

Cost, 6.2 

Disbursement, App. D-17 
Commentation of, 3.13 
Expenditure, 4.4, 4.6 
Groups of, 3.5, 3.6 
Interagency, 4.13 
Interdependent, 4.13 
Officers' Pay, 4.2 
Paid, 3.10, 3.11, 3.13 
Payroll, 4.2 

Preparation of, 3.4, 3.5, 3.6, 4.2 
Procedures for, 3.4, 3.6, 4.1, 4.9, 

App. A-3, App. C-7 
Heel sis, 3.14, App. C-8 
Reimbursement, 1.4, 3.4, 3.5, 3.13, 

4.13 
Transfer, 4.8 
Travel, 3.6, 4.11 

Unclassified, 3.6, 3.8, 4.5, |^4>^ 




